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Britain and America 


THE SITUATION CONCERNS YOU ALMOST AS MUCH AS IT CONCERNS US 
By MARQUESS OF LOTHIAN, Late British Ambassador to the United States 
Read for him at the annual dinner of the Farm Bureau Federation, at Baltimore, Md., December 11, 1940 


"'T is now nearly five months since I made a public speech 
in the United States. Since then I have been home to 
consult with my Government and to find out for myself 

how things were going in Britain. I want tonight to give 
you some of the conclusions I have formed. 

In these last five months there have been tremendous 
changes. When last I spoke we had just experienced the ter- 
rific shock of the overthrow of France. Hitler seemed irre- 
sistible. First Poland had been overwhelmed, then Norway, 
then Holland, then Belgium. Finally came the destruction 
in less than a month’s fighting of what had been rated as 
the finest army for its size in Europe, and the disarmament 
and division of France. 

If you recall those dismal days you will remember that 
there was something like despair in many diplomatic and 
business circles in Washington, New York and other cities 
in the United States. What could be the future of civiliza- 
tion if France, that beautiful child of liberty, had erased the 
rights of man established at the Revolution and defended in 
three immortal words Liberte, Egalite, Fraternite, from her 
escutcheon. 

Further, Hitler had announced that he would dictate 
peace in London in August, or at latest by the middle of 
September. And had not he always been right about his 
military dates? Britain had saved her soldiers, it is true, 
by a miracle at Dunkerque. But they had lost all their 
equipment, guns, tanks, motor vehicles, machine guns and 
rifles. The German Air Force too was known to be far 
superior in numbers to the Royal Air Force, and its dive 
bombers had just crushed the resistance of the French Army. 
Was it not certain that England was going to be conquered 
and that with Hitler’s crossing of the Channel the end of 
the British Commonwealth would come? 


Recatits “Gioomy SPECULATIONS” 


If these were the gloomy prophesies in circulation about 
us, there were hardly less gloomy speculations about the 
future of the United States. If Hitler conquered Britain 


the British fleet would be sunk or surrendered or scattered 
among the British nations overseas. Yet was it not clear 
that American security required two fleets, the British fleet, 
based on Britain blocking the entry of hostile European fleets 
into the Eastern Atlantic, and the United States fleet pre- 
dominant in the Pacific. 

It was this dual system which protected the Monroe Doc- 
trine and which alone could keep war distant from American 
shores. That, too, was the time of the gloomy revelation 
in Congress that the United States was as unprepared for 
modern war as all the other democracies had been. It was 
said that she had full modern equipment only for 75,000 to 
100,000 soldiers, an air force which was very good in quality 
but terribly small and with none of the reserves and organ- 
ized manufacturing capacity of the nation behind it, and 
an excellent navy, but a one-ocean navy facing the possibility 
of a two-ocean war. The prospect, therefore, before the 
United States if the British fleet was sunk or surrendered 
or sailed away to the outer parts of the British Empire was 
not rosy. 

With Hitler’s and Mussolini’s navies and the remains of 
the French fleet based on the eastern rim of the Atlantic and 
on strategic islands well out in the Atlantic, Iceland and 
the Faroes, the Azores and Teneriffe, would not the whole 
American fleet have to come back to the Atlantic, leaving the 
Pacific, both north and south, at the mercy of Japan. 


“PERIOD OF HITLER’s TRIUMPH” 

Moreover, even if some part of the British fleet passed 
across to North American ports it would not have a quarter 
as much value to North America. If Gibraltar and the West 
African ports fell into Axis hands how could the United 
States defend the Monroe Doctrine, especially if some 
thousands of planes were assembled at Dakar with Fifth 
Columns in the Americas, elated and arrogant at the down- 
fall of Britain. 

Finally what would happen to the rearmament program 
of the United States, if Hitler and his allies, with Britain 
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** Joe took father’s shoe bench out. 

She was waiting at my lawn.” 

If you were passing through the 
Bell Telephone Laboratories to- 
day you might hear an electrical 
mouth speaking this odd talk, or 
whistling a series of musical notes, 
to a telephone transmitter. 

This mouth can be made to 
repeat these sounds without vari- 
ation. Every new telephone trans- 
mitter is tested by this mouth 
before it receives a laboratory or 
manufacturing O.K. for your use. 











This is only one of the many 
tests to which telephone equip- 
ment is subjected in the Bell Tele- 
phone Laboratories. And there is 
a reason for the selection of those 
particular words. 

It happens that the sentence, 
“Joe took father’s shoe bench out,” 
and its more lyrical companion, 
“She was waiting at my lawn,” 
contain all the fundamental 
sounds of the English language 
that contribute to the intensity 
of sound in speech. 


every one who uses the telephone 
is one of the largest laboratories 
in the world. The development of 
the telephone in this country is 
proof of the value of this research. 
In times like these, the work of 
the Bell Telephone Laboratories 
is especially important. 


BELL TELEPHONE SYSTEM 
The Bell System is doing its 


part in the country’s program F 
of National Defense 
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conquered, in possession of nearly all the strategic positions 
and the industrial resources of the globe, was able to hold 
three battleships or tanks or aeroplanes for one against 
the United States. 

Those June and July days were indeed gloomy days for 
us and for you. That was the period of Hitler’s triumph— 
when he went to the Invalides to commune with an earlier 
conqueror of Europe, to the Eiffel Tower to survey his 
new empire and to Boulogne, where once before a grand 
army had been assembled for the conquest of Britain. 

But that grim picture has been dispelled, at any rate for 
the present, by the action of the people of a small island in 
the North Sea, nobly and valiantly aided by the young na- 
tions of the British family across the seas. First, there was 
the retreat from Dunkerque, not an operation likely in 
itself to bring victory, but certainly a testimony to the un- 
diminished toughness and fighting capacity of British 
soldiers and sailors. 


Laups CHURCHILL’s CoURAGE 


Then came Mr. Winston Churchill, with almost the 
whole of the rest of the world on the run, standing un; 


daunted in the breach defying in matchless oratory the ap-’, 


parently irresistable power and prestige of Hitler and Na- 
tional Socialism, and inviting his fellow-countrymen not to 
appeasement or retreat, but to resistance, at the price of 
blood and suffering, sweat and tears. 

Then came the reports of your own air attachés, that the 
Royal Air Force had taken the measure of the German Air 
Force, despite its superiority in numbers, and was on the 
high road to establishing its supremacy over the British 
Isles. Then followed the great air battles of August and 
September in which the Germans lost nearly 200 machines 
in a day and five or six to one in pilots. 

Then came the brutal bombing of London, and especially 
of East London, by night. Few people realize what an 
inferno that was. The first attack set great fires alight, so 
that hour after hour, night after night, the German bombers 
could return the short distance to their bases in France to 
collect fresh cargoes of destruction to unload on the stricken 
people of Dockland. 

But there was no flinching before Hitler’s attempted in- 
timidation, no crying for peace, no suggestion that, though 
we were almost alone, we had had enough. The simple 
victims, blown out of hearth and home, declared that they 
would stick it out if only others did and it led to victory. The 
air raid wardens, men and women, the fire fighters, the 
police, the doctors and nurses, the voluntary services worked 
on hour after hour, day after day, amid the fires and the 
crashing of the bombs, with heavy casualties, until they had 
rescued and tended the wounded, fought down the flames, 
and the new resources of the barrage and other devices 
brought the bombing under some control. 


Says Arr Force HAttep INVASION 


And finally has come the gradual petering out of the 
much heralded invasion of Britain. That invasion was 
really broken in the great air battles, when Hitler tried to 
beat down our air force and open the way for his ships and 
his troops. But every day it is made more difficult as our 
armies increase and their equipment reaches modern stan- 
dards, and as our squadrons multiply aud our organization 
Improves. 

Thus if Hitler won the first round of the great battle 
which began in Norway in April, we have won the second. 
For without the conquest of Britain Hitler cannot win the 
war. 


But the war is not yet won. Do not think that Hitler 


and Nazidom are going to be easily overthrown. Hitler is 
certainly going to make another attempt next year—and 
earlier rather than later—to beat down our resistance by 
new methods and still greater violence, and so open the way 
to world domination for the Nazis. 

I do not think that even now we realize the true nature 
of National Socialism. The triumph of Hitler no doubt 
grew out of the despair which settled on Central Europe in 
the long years of war, defeat, inflation, revolutionary propa- 
ganda, and which grew out of the unemployment and frus- 
tration which followed from the absence of any real unity in 
Europe, the sudden restriction of immigration overseas and 
the attempt to combine the collections of reparations and 
war debts by the Allies and with the imposition of unjust 
tariffs after the war. That was what gave Hitler his chance. 


Cites PrussIAN TRADITION 

But modern National Socialism is the reassertion of the 
strongest tradition in German and Prussian history, the 
belief in the all-powerful military state, creating order and 
discipline at home by ruthless gestapo methods and expand- 
ing its wealth and power by ruthless conquest abroad. 
Hitler has created a movement in Germany which is so 
unfamiliar to the western democracies as to be almost in- 
comprehensible to us. 

The central purpose of the democratic movement in the 
West of the last few centuries has been to enlarge the 
liberty and responsibility of the individual citizen. War and 
despotism have been anathema to the democratic mind just 
because they are both inherently destructive of individual 
liberty. We have almost lost the capacity to understand 
that war and conquest can be regarded and preached as 
heroic and legitimate ends in themselves. 

Yet that is precisely what National Socialism under the 
leadership of Hitler does. Nazism is the application of the 
principle of army organization, obedience and discipline to 
a whole nation, to men, women and children alike, partly 
as the basis of order at home and partly so that it can be 
used in war, total war, war without limit and without 
mercy; with its concomitants, propaganda and fraud, as 


the means of the total subjugation of other nations to serve 
the Nazi will. 


Sees Aim To “SuBJUGATE” OTHERS 

I repeat it is almost impossible for us to believe that such a 
program can be made the central purpose of a modern na- 
tion. Yet it is beyond question that this is what Hitler’s 
Germany stands for. Hitler and his party are not con- 
cerned to bring about juster frontiers in Europe between free 
peoples of a fairer distribution of colonial raw materials 
between the leading nations of the world. Their object is 
to subjugate others so that they and their resources can be 
organized on totalitarian lines for the benefit of the German 
military state. 

And they believe that, provided they use that power with 
efficient ruthlessness, modern science and modern psychology 
have given them the means with which to create the greatest 
military empire the world has known. First, they demoral- 
ize and disintegrate their neighbors by the propaganda of 
fear, appeasement, pacifism and internal division. Then 
they knock them out by total war. 

Hitler first used those methods to conquer the old Ger- 
many and to destroy all opposing forces within it. He then set 
out to organize Germany as a military state and propaganda 
machine of tremendous power. He then turned this terrific 
instrument on Europe to overthrow and enslave the peace- 
loving nations, one by one, first Austria, then Czecho- 
Slovakia, then Poland, then Norway, Denmark, Holland 
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and Belgium until Europe, save for Britain and Russia, now 
lies prostrate before him. 

But that is not going to satisfy Hitler and the National 
Socialists. If they are allowed to do so they will now go on 
to organize Europe itself for war and propaganda in order to 
use if for further expansion later on. 


Srresses FATE OF LORRAINE 


Under Hitler the free nations of Europe are never go- 
ing to reappear. They are going to be reduced permanently 
to political impotence, so that they can act as the suppliers 
and serfs of the ruling German race. You can see the 
process beginning in the annexation of Lorraine and the 
transplantation of its people, and in the hideous treatment 
of the Poles. You can see it in the transportation of machine 
tools into Germany, so that Berlin will control all economic 
power and the rest of Europe has to toil for its masters. 

Hitlerism cannot stop and become peaceful. Nazi Ger- 
many is organized for war and totalitarian economics and 
for nothing else. Its economic system, like everything else, 
is built on fraud. War and preparation for war are its only 
real remedy for unemployment. 

This war, therefore, is not a war between nations like 
the last war. It is more of a revolution than a war—a 
revolutionary war waged by Hitler and his military total- 
itarian machine against all other nations and the free world 
in which we have lived, so as to make them military, politi- 
cal and economic satellites of a totalitarian world empire. 
Then Hitler will have given the world peace—the peace of 
death—and employment—the employment of a slave. 

It is quite obvious that the only way of stopping the 
expansion of the Hitler Europe is to confront it somewhere 
with a power possessed of superior armaments and an im- 
pregnable stragetic position. As we have found through 
bitter experience it will never be stopped by appeasement or 
concessions. It is equally obvious that there will be no free- 
dom fo: the conquered peoples of Europe until the authority 
of the Nazi group and its brutal philosophy have been over- 
thrown in Germany itself. 


Prepicts New ATTACKS AT SEA 


Today, however, we have still to build up the peace which 
will certainly be able to stop Hitler. Hitler, as we have seen, 
has lost the second round of the war. But we think that he 
certainly is going to renew the attack on Britain with all his 
might this Winter and Spring. Everything else is for him a 
side show. But if he can destroy Britain he and his friends 
will have won the basis of world domination. 

But this time he is going to concentrate on the sea. He 
has failed to overwhelm us in the air and we are sure that 
he will continue to fail, while with your help our power to 
hit back with our bombers will steadily increase. But he 
is building submarines and long-distance planes with all his 
might and main with which to bomb the convoys and to 
announce their location to the submarines. He will base 
them on all the ports and aerodromes along that line which 
runs like a vast semi-circle round Britain, from Narvik 
down the northern and western coasts of France to Spain. 

He will have two new 35,000-ton battleships, the Tirpitz 
and the Bismarck, and other vessels in the North Sea early 
next year. With these he will try to deliver a knock-out 
blow at our communications so as to prevent us getting the 
food, the raw materials and airplanes necessary to enable us 
to continue the war at full strength. The danger, of course, 
springs ultimately from the fact that in the last war we had 
the support of the Japanese, the Italian, the French and, 


after April, 1917, of your navy, whereas today, since the 
disappearance of the powerful French Navy, we are fight- 
ing alone. Our navy, therefore, with the tremendous tasks 
which rest upon it, no one of which it shirked or evaded, is 
strung out and terribly thin. 


Warns ON Our SECURITY 


We think that this is a situation which concerns you 
almost as much as it concerns us. It has long been clear that 
your security no less than ours depends upon our holding 
the Atlantic impregnably and you the Pacific. So long as 
this is so the way of life to which we are attached can con- 
tinue and our free economic system can resist totalitarian 
attack. But if one of those two navies fails the unity of 
the British Commonwealth begins to disappear, control 
of the trade routes begins to pass to the Axis powers and 
those controlling bastions of sea power which now keep war 
away from America become the jumping off points from 
which it can be menaced. 

Moreover, the Axis-Japanese pack of September last makes 
nakedly clear the ultimate objective of totalitarian strategy. 
As soon as an Italian or German army or fleet can occupy 
Gibraltar or Northwest Africa or Great Britain’s control 
of the Atlantic has been sufficiently weakened to cause doubt 
where the American fleet should be stationed the two-ocean 
attack on us, both in the Atlantic and the Pacific, will be 
simultaneously launched. The more secure is our control 
of the Atlantic the less likely is the two-ocean war to break 
out. 

We have both, therefore, a vital interest in decisively de- 
feating the now rapidly maturing naval attack on the com- 
munications of the British Isles. It is the best way of pre- 
venting the spread of the war. And it is an essential step 
to that victory which will eventually follow the failure of 
Hitler to destroy Great Britain, both by air and by sea, 


and the uninterrupted flow of American munitions to the 
British Isles. 


“A Harp AND DANGEROUS YEAR” 


We have no illusions, therefore, about 1941. It is going to 
be a hard and dangerous year. Our shipping losses have re- 
cently been formidable. In one week British, Allied and 
neutral losses were nearly 200,000 tons. Only one of the 
two passages to Britain round Ireland is open to us, which 
enables Germany to concentrate its submarines on the other. 
We are suffering, on the average of October, 200 civilian 
deaths and 300 civilians mutilated every night from enemy 
bombardment, and our food supplies are gradually being 
more strictly rationed. 

But we are not in the least dismayed. With help from 
you we are confident that we can win, and win decisively 
in 1942, if not before. We are confident, first of all, for 
spiritual reasons. The core of Hitlerism is moral rotten- 
ness, the belief that the use of utter brutality and ruthless 
power in the prosecution of domination is the road to great- 
ness both in individuals and nations. 

Hitlerism is the tragedy of Germany. Its doctrine is not 
true. All history proves it wrong. The Sermon on the 
Mount in the long run is much stronger than all Hitler’s 
propaganda or Goering’s guns and bombs. The core of the 
Allied creed, for all our mistakes of omission and commis- 
sion, is liberty, justice and truth and that we believe will 
infallibly prevail, if we have the resolution and the courage 
to resist to the end. 

But on the side of armaments also we have great and 
growing assets. The curve of our munition and airplane 
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production is steadily rising—despite the bombing. The 
number of our divisions, of our airplanes, of our pilots is 
also steadily going up. 


Decrares Empire STRONGER 


What is more important, the young nations of the Com- 
monwealth, Canada, Australia, South Africa, New Zealand, 
are fast getting into their stride. The number of their 
divisions is increasing. You will soon hear of their prowess 
on more than one front, as you have heard of the New 
Zealand Achilles in the Graf Spee battle and the Australian 
Sydney in the Mediterranean. 

The Canadian training scheme is rapidly coming into 
output. You will be staggered at what will come out of 
Canada shortly in the shape of trained pilots and men. And 
Canada produced perhaps the best airmen in our forces in 
the great war. Australia and New Zealand are producing 
pilots also in great numbers. South Africa is actively en- 
gaged both in the air and on land in Abyssinia, Kenya and 
in the Sudan. 

Indian troops and Indian munitions are now coming into 
the battle fronts, and ever-increasing resources are coming 
from the colonies and territories, loyal to a man and proud 
of their membership of the Commonwealth. 

The whole of this growing aggregation of power is now 
being mobilized. Its first task is to defend that great ring 
of defensive positions which lie around you, Britain itself, 
Gibraltar, Cape Town, Egypt, and the Suez Canal, Singa- 
pore, Australia and New Zealand. If Hitler and his friends 
could smash through these great positions his power could 
begin to spread over Africa and the Pacific, it would make 
the problem both of security and of bringing the war to a 
victorious end immeasurably more difficult. 


Asserts ITaty Is CRACKING 


But as long as we can hold these positions, we and the 
democratic world beyond them are safe. Napoleon saw that 
all war is a struggle for position. Our second task is to 
enable us to deliver increasingly formidable blows at Ger- 
many itself, at her allies, one of whom is already beginning 
to crack, and to bring assistance to the subjugated peoples 
now once more beginning to show signs of a resistance to 
Hitler’s will. The heroic Greeks now striking a mortal 
blow at the prestige of Mussolini and his system are show- 
ing how much the position has already improved since the 
legend of totalitarian invulnerability was broken last Sep- 
tember. 

But that result is not yet secure. It will be put to the 
test in 1941. If we can now stave off the attack on Britain, 
if we can last out next year still holding all the positions I 
have mentioned, Hitlerism in the end must go down unless 
Admiral Mahan is all wrong. By ourselves we cannot be 
sure of this result—though we will try out best. Not only is 
there the situation in the North Atlantic I have described, 
but no one can yet tell when the constant pressure of Hitler 
both on the Vichy government to give him control of the 
French fleet and bases in the Mediterranean, and on Japan 
to extend the war in the Pacific, may lead to. 


Urces More AMERICAN AID 


But with your help in airplanes, munitions, in ships and 
on the sea, and in the field of finance now being discussed 
between your Treasury and ours, we are sure of victory— 
sure that the gangster menace to human freedom, the great- 
est the world has ever seen, will go down to the oblivion it 
deserves. 

It is not for me to try to tell you what you ought to do. 


That is entirely for you to decide for yourselves. But it 
is my business to see that you are informed of the essential 
facts because unless you are so informed you cannot form 
a judgment and I and not you would be responsible for the 
consequences, hence this speech tonight. You have already 
declared your interest in the survival of Britain. It is for 
you to decide whether it is to your interest to give us what- 
ever assistance may be necessary in order to make certain 
that Britain shall not fall. 

There are only two more things I want to say in con- 
clusion. The first is that nobody who, like myself, has seen 
what the steady and constant bombardment of great cities 
from the air means, could wish any friendly country like 
the United States of America to undergo any similar ex- 
perience. 

Hitler has let loose this kind of warfare on mankind and 
will have to take the consequences. And we for geographical 
reasons are in the firing line. But you and Canada and 
Australia and New Zealand and probably South Africa have 
the chance, if you take it, of saving yourselves from being 
the theatre of total war. You are the center of that great 
ring of fortresses, Britain, Gibraltar, Cape Town, Suez, 
Singapore and Australia, I have mentioned, to which I 
should add Hawaii and Panama. 

So long as these fortresses stand, the war, with its aerial 
bombardment, cannot in any real sense of the word roll up 
to your shores or devastate your towns and cities. 

I do not believe that a liberal civilization can develop 
under conditions of constant bombardment and war. Modern 
individual freedom developed first in England precisely be- 
cause the Channel protected Britain from constant war, and 
later in America because the Atlantic did the same. Almost 
alone among the nations you still have the chance of making 
your country immune from the devastation of war, not by 
pacifism or attempted appeasement of the dictators, but by 
helping to maintain the frontiers I have described, all occu- 
pied by liberal democracies like yourselves and prepared to 
fight for their independence and yours, and with your help 
able collectively to generate more power than the totalitarian 
alliance can bring against them. 

But if ramparts fall, the war will inevitably cross the 
oceans and roll up against your shores. If Britain and the 
eastern shores of the Atlantic and the islands which lie off 
its shores, Iceland, the Azores or bases like Dakar fall into 
the dictators’ hands, or if you are unable to defend the 
island fortresses in the Pacific, then the jumping off grounds 
go against you, the oceans become a passageway and your 
power to strike back at an enemy disappears because you have 
no bases from which to do so. 

The last thing I want to say concerns the future. There 
were two things which I found the ordinary citizen in 
Britain thinking about. The first was that all his and her 
suffering and sacrifice should, if possible, end, not all war, 
for human nature is probably not yet ready for that, but 
the kind of total war Hitler is waging, with its hideous 
mutilation and destruction from the air and its brutal perse- 
cution of conquered peoples. 


Sees SocIAL PRoBLEM AFTER WAR 


The second was that after this war no one who had done 
his duty should be thrown on the scrap heap of unemploy- 
ment, with nothing but a bonus or dole. Somehow or other 
employment must be found for everybody. Some people are 
spreading the legend that democracy is disappearing from 
Britain and that she will come out at the end of the war a 
Fascist of a Communist State. Nothing could be further 
from the truth. I have never known Britain more truly 
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democratic. The British are not going to change their essen- 
tial character. It has shown itself in this war. They will 
move forward, of course, with the times, but without revolu- 
tionary violence. 

But the more people think about the future the more 
they are drawn to the conclusion that all real hope depends 
upon some form of cooperation between the United States 
and the British Commonwealth of Nations. Even if we win 
a total victory there will be no chance of immediately creat- 
ing an effective new League of Nations. There will be 
nothing in Europe out of which to make it. A majority of 
the younger generation consist of people who have been 
educated in such brutish doctrines as blood and earth, that 
might is right, that Jews are social poison or that business 
men are hyenas only fit for destruction. No man can even 
say what the France of tomorrow will be like. 

The plain truth is that peace and order always depend 
not upon disarming the police but upon there being over- 
whelming power behind just law. The only place where that 
power can be found behind the laws of a liberal and demo- 
cratic world is in the United States and in Great Britain 
supported by the Dominions and in some other free nations. 


Wou Lp Avoip Post-War MIsTAKES 


The only nucleus round which a stable and peaceful and 
democratic world can be built after this war is if the United 
States and Great Britain possess between them more aero- 


planes and ships of war and the key positions of world 
power, such as I have described, than any possible totali- 
tarian rival. Then and then only will political and indus- 
trial freedom be secure and will it be possible for a free 
economic system to prevail against the economics of totali- 
tarianism. 

If we are to set the world going again, not only must we 
have strength, but we must not adopt the fatal policies we 
all pursued after the last war, the establishment of pro- 
hibitive tariffs, trying to collect fantastic reparations and 
war debts across these tariffs, and then hoping to dodge the 
inevitable consequences of those follies by a policy of reck- 
less lending. Markets and employment for all should be 
the main purpose of post-war economic policy. 

I have done. I have endeavored to give you some idea of 
our present position, of the dangers and problems of 1941, 
of our hopes for the future. It is for you to decide whether 
you share our hopes and what support you will give us in 
realizing them. We are, I believe, doing all we can. Since 
May there is no challenge we have evaded, no challenge 
refused. 

If you back us you will not be backing a quitter. The 
issue now depends largely on what you decide to do. Nobody 
can share that responsibility with you. It is the great 
strength of democracy that it brings responsibility down 
squarely to every citizen and every nation. And before the 
judgment seat of God each must answer for his own actions. 


The Place of Religious Instruction in Our 
Educational System 


IT IS A MISTAKE TO EMPHASIZE KNOWLEDGE OVER FAITH 


By DR. NICHOLAS MURRAY BUTLER, President of Columbia University 
Delivered at the Rededication of Earl Hall, November 28, 1940 


R. Dean, My Fellow Members of the University 
M and Our Distinguished Guests: At this hour in 

the history of the world this simple and dignified 
ceremonial is full of encouragement. Here, we are facing 
the future in terms of the best which the past has to offer. 
We are doing it in the broadest possible spirit of human 
sympathy and human understanding, and we are doing it in 
terms of faith which is adjoined to knowledge. 

When Earl Hall was given to Columbia forty years ago, 
it was given in terms which I like to call catholic, using that 
word without a capital. Mr. Dodge, himself a devout and 
devoted member of the Presbyterian Church, provided in 
his deed of gift for the use of this building by organizations 
of Roman Catholic students or of Hebrew students as well 
as of Protestant students. They were all invited on equal 
terms to friendly and generous cooperation toward one and 
the same high religious aim. 

In this day and generation we are beginning to forget 
the place which religious instruction must occupy in educa- 
tion if that education is to be truly sound and liberal. We 
seem to forget that until some two hundred years ago re- 
ligious instruction everywhere dominated education; religion 
guided education, shaped education and selected the material 
for education in every part of the world—in the Orient, in 
Europe and in the Americas. Then began as a result of the 
rise of Protestantism and the spread of democracy those 


sharp differences of religious opinion and of religious worship 
which unfortunately exhibited themselves in highly contro- 
versial form. One consequence was to lead men to turn 
aside from religious study and religious teaching in the at- 
tempt to avoid those unfortunate contentious differences 
which had become so common. Then, particularly in this 
democracy of ours, a curious tendency grew up to exclude 
religious teaching altogether from education on the ground 
that such teaching was in conflict with our fundamental 
doctrine as to the separation of church and state. In other 
words, religious teaching was narrowed down to something 
which might be called denominationalism, and therefore be- 
cause of differences of faith and practice it must be excluded 
from education. The result was to give paganism new im- 
portance and new influence. 

In my own school days the morning exercises in the pub- 
lic schools of my home town in New Jersey opened with 
the Lord’s Prayer, repeated by the entire company of pupils 
and followed by the reading of a chapter of the Bible. There 
was then sung a hymn from the school hymn book, after 
which the children went to their several classrooms. That 
practice was brought to an end by the decision of the 
Supreme Court of the state of Wisconsin written in 1890, 
holding that this practice was unconstitutional because it 
permitted an intermingling of church and state in public 
schools supported by taxation. In handing down that opinion 
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the Court took pains to emphasize the importance of re- 
ligious instruction, and pointed out that it was the duty of 
the family and the church to give it. It is because the 
family and the church have not risen to their responsibilities 
during this past half-century, that religious instruction has 
so largely passed out of education and that religious knowl- 
edge is so largely lacking among the youth of yesterday and 
today. 

It must be remembered that after all is said and done, 
our country is a religious country. Every day when the 
Senate of the United States meets, every day when the 
House of Representatives convenes, the business of the day 
is opened with a prayer offered by the Chaplain in the one 
case of the Senate and in the other case of the House of 
Representatives. This Chaplain is a Christian minister. The 
same is true of both houses of the Legislature of the State 
of New York and of many other state legislatures. In other 
words, separation of church and state does not mean that 
we are a pagan people. It simply means that being a religious 
and a Christian people as well, we must also be catholic, 
again using that word with a small “c.” 

The Legislature of the State of New York has only just 
now passed a statute restoring the American system in the 
state of New York by providing that a certain time each 
week all pupils in a public school shall be set free to re- 
ceive such religious instruction as their parents may prefer 
from teachers of that form of religious faith which their 
parents choose. This statute realizes that the United States 
is not a pagan people, but that it is a religious people and 
must have freedom of religious teaching and of religious 
faith. This particular system was first introduced in France 
when, after the political and social revolution which fol- 
lowed the war of 1870-71, the French Parliament in 1882 
overturned the school system as then organized. In its new 
legislation it provided that the public school pupils should 
be set free on each Thursday and allowed to go to the 
church or religious institution or the teacher which their 
parents might select for religious instruction. Of course, if 
their parents preferred paganism, that day would be for their 
children a holiday; otherwise, the children would receive 
religious instruction in the form which their parents desired. 

It is just a little more than forty years ago that I pre- 
sented my views on this subject before the Sunday School 
Commission of the Diocese of New York, my subject being 
“Religious Instruction and Its Relation to Education.” For 
the first time in years, I looked over that address today, it 
being printed in my volume, The Meaning of Education. 
I do not find one single word in the argument which I then 
advanced that I would change today. Conditions as they 
then presented themselves have become even more serious, 
and the solution of the problem which I offered at that time 
is to me even more obvious today than it was then. The 
fundamental thing is to remember that education is the joint 
product of the influence of the family, the church and the 
school. The school has but a very limited and a very definite 
function to perform. The family and the church have very 
considerable functions to perform which, unhappily, they are 
increasingly neglecting. Until the family and the church 
can be roused to the full height of their responsibility we 
cannot expect to find the youth of the land in possession of 
that religious knowledge and religious feeling which were 
characteristic of their ancestors two or three generations ago. 

There is also a very curious lack in our course of college 
study of which I have spoken during past years. I have never 
known a course of instruction to be offered to undergraduates 
on the “Influence of Faith in Shaping Western Civiliza- 


tion.” All our instruction is based on the influence of 


knowledge—literature, science, the arts, politics. As a mat- 
ter of fact, knowledge as opposed to faith had practically 
no influence in shaping western civilization until four or 
five hundred years ago. For some three thousand years civili- 
zation was shaped by faith in one of its many forms—Hindu, 
Brahmin, Hebrew, Christian or Mohammedan. It was that 
faith which guided men in their ambitions and in their 
social and political policies. It is only three or four hundred 
years since knowledge began to displace faith as a controlling 
influence, and we are mistaken when we look at past history 
to put the emphasis upon knowledge from the beginning 
of recorded time. This would be a very inspiring course 
of instruction were it to be given by some scholar, well 
schooled in the history of religious faith, familiar with the 
various religions and with some insight into the personal- 
ities which were guiding forces from century to century in 
Europe’s civilization. The youth of tomorrow would then 
begin to realize that the foundations of all that we are now 
doing were not originally laid by knowledge at all, but by 
some form of that faith to which all knowledge was sub- 
ordinate until the beginning of the intellectual revolution 
which coincided with the beginning of our modern scientific 
era. 

In respect to all this the history of our religious life and 
work at Columbia shows it to have been of the most admir- 
able and satisfactory sort. When the first charter of King’s 
College was granted in 1754, among the Board of Governors 
were the Archbishop of Canterbury, the Rector of Trinity 
Church, the Senior Minister of the Reformed Protestant 
Dutch Church (the oldest in Manhattan), the Minister of 
the ancient Lutheran Church, the Minister of the French 
Church and the Minister of the Presbyterian Congregation, 
these being all the churches that were then on Manhattan 
Island. That charter provided, at a time when religious 
tensions and religious feeling ran very high, that the trus- 
tees of this newly founded college should never be em- 
powered to make and discrimination against teacher or 
student on account of his religious faith or his religious 
relationship. So far as I know, this and the very similar 
provision which was put into the first charter of the College 
of New Jersey (now Princeton University), founded eight 
years earlier than King’s College (now Columbia Univer- 
sity), are the first charter provisions of their kind. Columbia 
has remained true to that tradition. So it welcomes and has 
welcomed students and teachers of every form of religious 
faith when they are honest, sincere, high-minded, genuine. 
We wish to avoid these unnecessary and bitter theological 
controversies. We look not only with dismay, but with more 
than that, upon the violent anti-Semitic movements which 
find expression from time to time among the American 
people and which now have been taken up in so cruel a form 
by despotic governments in various parts of the world. We 
look with dismay at those passionate expressions of ignorance 
which are called the Ku Klux Klan and their attack upon 
members and priests of the Roman Catholic Church. Both 
anti-Semitism and the Ku Klux Klan are an insult to democ- 
racy and a contradiction of it. 

But faith—honest, sincere, hopeful—opens a door to mov- 
ing forward in this new and very difficult world in which 
our children must live. It opens the door into that world in 
a spirit inspired by something more than the merely human, 
the gain-seeking and the temporary. It brings us, our chil- 
dren and our grandchildren, in touch with the eternal 
verities which are the only possible foundation for a civiliza- 
tion and a life that are worthy of human ambition and 
human endeavor. 
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Resolved: That the Power of the Federal 
Government Should Be Increased 


FOR 


MAURY MAVERICK 
PAUL BLANSHARD 


AGAINST 


H. W. PRENTIS, Jr. 
FRANK M. DIXON 


Delivered over the Radio, November 22, 1940, from St. Louis and New York over NBC network, arranged for by 
Mr. Harold G. Ingram, Director, University of Kansas Extension Division 


By MAURY MAVERICK, Mayor of San Antonio, Texas 


Former Congressman from Texas 


ELLOW Americans, this debate, carried on by radio, 

itself proves the necessity for federal or national 

power. Here I am in St. Louis, to which city I flew 
from San Antonio by airplane. The other debaters are more 
than a thousand miles away. Our voices travel by wave 
length and not by state lines, and go instantaneously to 
every part of our vast American continent. All this is 
hooked up with modern, streamlined, scientific life. Hence 
the necessity for national regulation, which requires national 
power. 

The title of this speech, concerning the increase of the 
federal power, is somewhat academic. In truth, the federal 
government is no weak government; if the people want more 
power, it can be done either through their own represent- 
atives in Congress, or through amendments to the Consti- 
tution. 

Indeed, the question is not merely increase of power; it is 
a practical question, and one of its proper exercise. 

We all agree on one thing; we want free democratic 
government, where as I said in one of my books, men can 
pray, and think, and talk as they please, and “eat regular” — 
where business can prosper, and labor can have a fair stand- 
ard of living. 

My objective is not to win a debate, but to help find a 
way for us all to live in peace and prosperity, with a well- 
ordered government. 

Let me make two points: First, we all agree the national 
government should have what power it needs for national 
defense. Second, we should build a nation, one and in- 
divisible—and the question of power is not so much whether 
it shall be more or less, but whether or not that power shall 
be fairly exercised and properly coordinated. 

Let us examine first the necessity for national power 

. . the answer is even simpler than we can imagine: 
We must have it because we have a nation. Now let us 
view this power first historically, then from a_ practical 
viewpoint of today. 

Historically, the very purpose of our Constitution was to 
create one nation, one economic and business unit, with the 
conflict of states eliminated. Indeed, the very call of the 
constitutional convention said it was for the “commercial 
interests” and to erect a “firm national government”—get 
that—a firm-national-government. And when the Constitu- 
tion was written, it was for the common defense and the gen- 
eral welfare. 

Under the old Constitution, known as the Articles of 
Confederation, the government had but little power and 
was always broke; the states were nearly at war and always 
in trouble with each other, because each state considered it- 
self an independent political and economic unit. Indeed, 


the new Constitution attempted to make the United States 
of America a single economic unit, and that’s why today 
we are at peace with each other, that’s the reason we are 
stronger; and our strength is the reason for our being at 
peace with the world. 

From the practical viewpoint, sufficient federal power is 
essential. When we were an agricultural people, where each 
locality manufactured its own products, it was not so neces- 
sary. But, today, bound by radio, plane and rapid transit 
of all kinds; with standardized machinery; with all of the 
hundreds of complexities of modern life, plus industrial- 
ization, and congestion of living,—why, we simply have to 
have national power in order to exist! 

Let me take conservation of natural resources for one in- 
stance, although there are hundreds and hundreds of ex- 
amples: 

In the conserving of our soil, rain, wind, rivers, floods, we 
know that they don’t run according to state line, nor obey 
state officers. They follow the law of gravity, of seasons, 
and of nature. Our forests, our mineral resources are affected 
the same way. 

Thus, we must have national power. 

Modern, industrial forces, nature, and modern day human- 
ity themselves, cannot be coped with by states and localities 
in their separate capacities. So I submit that localities and 
states in matters that concern the general welfare cannot 
exist without the unifying force of the national power, 
and that states and localities have more power when bolstered 
and protected by the national government. 

Now further about localities and states: Our federal 
Constitution sets up in Article VI a requirement that all 
officials, local, state and national, take an oath to support 
the Constitution of the United States, the intention being to 
make a single national government. We have gotten off the 
track on that; the reason was that the courts built up an 
idea of dual, or double, or split, sovereignty, or government, 
which weakened both the national and state governments. 
Of course, you know, and I know, that government can’t 
be split two or more ways. Government can and should 
be de-centralized, but there should only be one government. 

When we Americans get this firmly in our minds; when 
we, as citizens, think in terms of the nation with personal, 
and de-centralized responsibility ; many federal duties can be 
assumed by localities, which will strengthen and make more 
democratic our federal government, and save billions of 
dollars in expense. In effect, it will mean more power but 
it will be the people’s power—that is democracy, and that’s 
what we all want. 

As Mayor of San Antonio, I owe a duty to the people of 
America. Why? Because, should my city fail to have good 
government and proper services—it might cause epidemics 
of disease, crime and poverty elsewhere. 

Indeed, we ought not to get up on the radio or in the 
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public and howl at each other, calling each other names 
and talking about the government being destroyed because it 
has enough power to operate and to be effective. Let us not 
shudder over centralized power, but build a true repre- 
sentative democracy in which the people of America have 
power. 

We should think of our government as being composed 
of states, counties, school districts, water and irrigation dis- 
tricts, cities and villages, all of them being unifying in- 
stitutions, coordinated together in a single sovereignty of 
The United States of America, with every American owing 
his duty to the Constitution. 

Right here let me offer two points; we want effective 
government, and representative government. 

For effectiveness, we want it strong enough to protect 
life, liberty, and property. 

For representativeness, well, we have it! We have our 
local officials—and our representatives in Congress who 
represent localities, and are responsible to the people back 
home. 

To break the effective and representative capacity of our 
government would simply be to destroy our government and 
our democracy, and far from our strength leading to dictator- 
ship, it will save us from it. Democracy is the symbol of fair 
play—and for the industrialist, manufacturer or businessman 
to want his government weak because labor has lately gotten 
some rights is to lead our government to destruction and 
get the heads of business cut off where the commercial 
interests have no rights, as in Germany and in German 
dominated countries. 

Friends, if we are to stave off disintegration, we must 
maintain our country as one economic unit. Certainly when 
an emergency requires it, or if simple standardization re- 
quires it, the nation should be empowered to act and not be 
required to wait on forty-eight states to get together for one 
uniform law, because that might be forever. 

lellow Americans, let us dedicate ourselves to the preser- 
vation of democracy. In a world of trouble and war, let us 
stay out of trouble and war if we can, and the way to do 
it is to coordinate our government with all its subdivisions, 
each person and each official doing his duty under the Con- 
stitution of our great nation. Let us pray and work for a 
land of peace, where a businessman can make a profit, and 
where labor can get a square deal, and where, if necessary, 
we will fight our enemies and not each other. 





By FRANK M. DIXON 


Governor of Alabama 


Those of us selected to present the negative in this debate, 
desire in the beginning to make plain that we are not speak- 
ing against increase of the federal powers in time of genuine 
emergency, when the nation’s existence itself hangs in the 
balance. Such a position would clearly be untenable. Self- 
preservation remains the supreme law, and it is only through 
concentration of power and the consequent subordination of 
certain individual rights that the military force essential to 
wage war is achieved. All else rightly becomes secondary to 
military success. All necessary sacrifice of personal dignity, 
of the rights of minorities, of the checks on arbitrary 
hureaucratic power, becomes a virtue. Such freedom as we 
retain becomes a privilege, not a right, until the national 
emergency passes and men again can become sentient human 
beings. ; 

This statement of the necessities in-an emergency goes 


a long way to prove our contention. A nation engaged in 
war is the negation of democracy. It builds toward a com- 
plete centralization, in the knowledge that the processes of 
democracy, processes in which reason takes the place of 
brute force, are not as efficient in the achievement of quick 
results; that although experience has amply proven the su- 
periority of free men to slaves, men must temporarily will- 
ingly become slaves to remain free. 

But under other circumstances, wherein lies the danger in 
increased centralization of power in our federal government? 
To my mind it lies, more than anywhere else, in the progress- 
ive removal from each citizen, of a portion of the privileges 
of that citizenship, the exercise of which preserves in him 
the love of liberty by which those privileges were first se- 
cured. It must be remembered that the power sought to be 
concentrated must come from somewhere. 

So long as John Citizen has a voice in the election of his 
municipal and county officials, his voice can be heard in their 
councils. So long as he has a voice in the election of his 
state officials, his voice will still be heard and his rights 
remembered. Remove from those city and country and state 
officials a major part of their functions, remove from them 
a major part of their power of decision in matters affecting 
John Citizen, place that function, that power of decision, in 
the hands of a Washington bureaucrat, hundreds and thous- 
ands of miles removed in space and further removed in 
accountability to him, and what have you done? First, you 
have taken power from each individual in the nation; and, 
second, when you take that power, when you have removed 
his authority over his servant and set a master over him, 
you have gone a long way to destroy, in his own eyes, the 
value of citizenship itself. You have put him in a position 
of a suppliant asking the favor of a far-away ruler, instead 
of a citizen insisting on a present, defensible personal right. 

No matter what the form of a government, there are in 
fact only two kiads of government possible. Under one sys- 
tem, the state is everything and the individual is an incident. 
Under that system, the individual is a subject, rather than a 
citizen. Under that system, the individual has no rights, 
though they may be termed such; he has only privileges. 
Under that system, the state is the reservoir of all rights, 
all privileges, all powers. But this system our forefathers re- 
jected. 

They declared that all just government derives its powers 
from the consent of the governed. They affirmed the dignity 
and the sanctity of the individual. They recognized in him 
the sovereignty of government. They declared him to be the 
reservoir of governmental powers, not the government the 
reservoir of individual rights and powers. They regard him 
as the principal, the state as the agent. They elected a man 
made state, not a state made man. And they declared the 
purpose of government to be the protection of individual 
rights, not the dispensing of individual privileges. 

The problems of the day are not easy of solution. As 
against the relative simplicity of the social structure, the 
governmental forms of the days of Jefferson, we have the 
complex, the intricate structure of today. With each decade, 
by reason often of the actual necessities of the case, there 
has come a steady narrowing of the field of individual liber- 
ties, a steadily rising crescendo of the ““Thou Shalt Not’s” of 
government. From the originally large field of liberties, 
all governments, national, state, and local, have taken great 
slices unto themselves until as of today comparatively little 
in human existence remains unfettered by regulation from 
above. When government can tell the farmer what to plant, 
the businessman what to pay his employees, the employee how 
long he can work; when government can control and direct 
all business, destroying it as it pleases, dominating all in- 
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dustry and all private initiative; when government can, by 
bureau regulations having the force of law in many fields, 
jail its people for violation of laws never enacted, it has 
already progressed far from what we used to know. Let us 
agree that these restraints are imposed, not for sinister pur- 
poses, but out of a genuine conviction that they will bene- 
fit the nation. Let us consider only whether they do not set 
in motion forces which may be a greater menace to our 
liberties than the evils they seek to cure. With present 
tendencies unchecked, there is no reason to believe that gov- 
ernment will not ultimately come to believe that it is wise to 
dominate the future as well as the daily conduct of every 
individual in the nation from the cradle to the grave. The 
tragedy of it is that government is no wiser, and often less 
wise than the average man of the people. It is my conviction 
that given the facts, the average man usually will decide 
wisely. Unfortunately, it is less true of government. 

So long as the deprivation of liberties is at the hands of 
local governments, of men who in their capacities as mayors 
or governors live at home with the people whom they serve, 
beyond any question in their administration of the laws they 
will be extremely sensitive to the opinion of their neighbors 
and friends. Whenever the deprivation is by the federal 
government, necessary though it may be, there is in the na- 
ture of things, save at election time, a disregard of those 
forms of enforcement provided by law for the protection of 
the people, an intent and a purpose to enforce arbitrarily a 
bureaucratic will, to achieve the results desired whatever the 
means, to substitute the wishes of men for the forms of law. 

As the process proceeds, as the individual feels that he is 
less and less a citizen, with decreasing power, with lessening 
voice in public affairs, his interest of course becomes less. As 
one lone soul among many millions he is completely lost. 
The muscles of an athlete become soft without use. The 
very spark of individualism, that spark which for these few 
last centuries kindled the blaze of the fairest civilization the 
world has ever seen, fades away. And a softened, passive 
people lose without regret a freedom they cannot retain. 

The rules of the game are not new. They are as old as 
the human race. Government always seeks to grow, to in- 
crease its power over its people. No bureau in the history of 
mankind ever voluntarily ceased to exist. No government 
ever voluntarily gave up one iota of its power. Government 
after government, starting with little power, has grown until 
it has swallowed all human rights. There is one safeguard 
and one only: the recognition that those who head any gov- 
ernment are no more divinely wise, are ruled as much by 
greed for power, are possessed by as many failings, are just 
as human in error, as those they govern; that government 
itself is inherently dangerous, and that every extension of 
its power is bought at the price of the loss of that power by 
the citizen himself. 

Save in dire emergency, beware the extension of power to 
the national government. It has gone far enough. 





By PAUL BLANSHARD, Writer and Attorney 


Former Commissioner of Accounts, N. Y. City 


Ladies and Gentlemen, you have heard my colleague, 
Maury Maverick, open the debate from St. Louis and de- 
scribe the growth of federal power and advocate a higher 
sense of federal responsibility in local officials. I am to con- 
tinue the argument and advocate certain specific measures 
to extend federal power. Mayor Maverick and I agree in 
the direction of our thinking, but he doesn’t necessarily 


agree with all the measures I shall advocate, so please don’t 
hold him responsible for what I say. 

First, let me say a general word. Don’t take too seriously 
the high sounding phrases you hear in this debate, and es- 
pecially don’t imagine that people take sides on this question 
on the basis of pure ideas. Most men’s convictions on social 
and political questions go back to their pocketbooks and the 
way they earn a living. The fight for and against increased 
federal power today is mostly an economic fight of classes and 
interests. Ihe business men and their professional assistants 
generally want the federal government to have less power 
because they think Roosevelt is too radical and that he 
should be checked. The labor organizations and their sym- 
pathizers want the federal government to have more power 
because they think the New Deal has helped them and that 
it should be extended. So each side digs up the appropriate 
question from Jefferson to Hamilton or somebody else, and 
says that history backs up his point of view. If Herbert 
Hoover were in power today, using the federal government as 
a conservative engine to help private business, I am inclined 
to think that Mr. Prentis and his associates might be advo- 
cating more power for the federal government and I might 
be advocating less, because I don’t agree with Herbert 
Hoover’s methods of using federal power. So let’s be real- 
istic about it, and admit that the important thing in this 
debate is not the principles of the Founding Fathers or any 
other Fourth of July phrases, but the practical effect of in- 
creasing federal power with Roosevelt in the White House. 

Your attitude on that question depends on the kind of 
world you want. I happen to want a world in which people 
will take more and more responsibility over industry through 
their democratic government and over natural resources. 
So, I think the New Deal’s tendency to increase federal 
power is a natural and perfectly desirable thing. I know 
that there are some dangers in that tendency, but I think 
that there are many more dangers in keeping our govern- 
ment weak, and letting big business have its own way. 

There are so many respects in which the federal govern- 
ment’s power should be increased for efficiency’s sake that 
it is hard to select particular measures. I should like the 
TVA idea to spread throughout the country to give cheaper 
electricity to consumers. I should like to see the government 
adopt the recommendation of the National Resources Board 
to acquire millions of acres of private forests that are now 
being depleted and exploited. Mayor Maverick has men- 
tioned that general tendency. I should like to see the federal 
government’s housing program extended, but in this debate I 
shall have time to discuss only two specific measures, a social 
welfare amendment to the Constitution, and a taxation 
amendment to the Constitution. I favor a Constitutional 
amendment giving to the federal government the power in 
one comprehensive provision to establish for all parts of the 
country minimum standards for wages and hours, rules for 
collective bargaining, the regulation of child labor up to 
eighteen, and a national health insurance program. Now we 
have some of these things in modified form today, but the 
whole pattern of our social legislation is jumbled and rather 
cockeyed, because our national welfare laws have to be 
superimposed upon the antiquated and clumsy state lines 
which were drawn in 1787, when it took as long to go from 
Georgia to Maine as it takes now to go around the world. 

Why shouldn’t we streamline our welfare legislation te 
bring it up to date? Isn’t it silly for a so-called modern 
nation to have 48 standards of social welfare in 48 states, 
when we are really one nation in economic interest and na- 
tional defense. Of course, we have a National Unemploy- 
ment Insurance scheme, a National Labor Relations act, and 
a National Wage and Hour bill, but they leave many mil- 


e 
i 
# 
ee 
< 
& 


3 


are a ere 
¥ 


eRe mann ors EE 


es en 


a a rr 
t 
















































































ete 



























































































































































172 





Vital Speeches of the Day 





lion workers unprotected, because the federal government 
cannot step across state lines to finish the job. 

Let me illustrate by comparing Alabama and New York. 
I can be quite impartial in making that comparison because 
I have lived in New York 22 years, and I have also spent 
some of the happiest days of my life on my farm in Alabama. 
In New York we have a minimum wage for workers in 
interstate commerce and the forty-hour week for such workers 
too, so that girls in laundries in small New York towns 
get $12.80 a week, or more, and girls in Beauty Shops in 
New York City get $16.50 a week, or more. Alabama has 
no minimum wages for workers not engaged in interstate 
commerce. When I was there last year there were negro 
women shelling pecans for $2 and $3 a week, for 54 hours. 
The wages of those who work in interstate commerce have 
been boosted since, but the local workers still suffer. I saw 
wage envelopes with $4 and $5 a week in Mobile laundries 
last year, because there is no federal protection for the girls 
who iron a shirt, unless the shirt happens to be shipped 
across the line to Mississippi. Again, Alabama restaurant 
workers can be fired for joining the Union because Alabama 
has no state labor relations act. In fact, only five states in 
the Union have. New York has a good labor relations law. 
Also, New York has a good child labor law. Children in this 
state can’t work in a factory or store until they are sixteen, 
but in Alabama, they can work in most local industries when 
they are fourteen. 

Now, I’m not saying these things to make Alabama look 
bad, or worse than other states. In fact, Alabama is much 
better than some of the states. I have heard Governor Dixon 
make excellent speeches advocating more liberal laws. The 
fault is in the patchwork system of state welfare laws. The 
system permits a state with low standards, it almost makes 
a state with low standards, fight against the state with high 
standards at the expense of millions of workers who need 
complete protection. I think that the federal government 
should step into this fight as referee, and award the decision 
to the states with higher standards by making those standards 
national. We need this Constitutional amendment, not 
only to set a national minimum wage and maximum hour 
schedule for all workers, and a national right of collective 
bargaining for all workers, and a national rule on child labor 
for all workers, but we need it for the quick development of 
a national program of health insurance. It took us a whole 
generation to get decent workmen’s compensation laws by 
state legislation, and we still have ludicrous inequalities in 
protection. If we wait for the states to act it will be another 
generation before we have a proper health program. Why 
not have it now? Why not have a national system that will 
distribute the risks of sickness by pooling those risks just 
as we have now a universal system of distributing the risk 
of fire by fire insurance. 

The second general proposal is that we have a Constitu- 
tional amendment authorizing the federal government to 
collect all income and inheritance taxes. Why not? It 
would save the taxpayers millions of dollars in the cost of 
duplicating tax machinery, and it would take away thous- 
ands of useless jobs of tax collectors, tax lawyers, tax ac- 
countants, and tax manipulators. Please note that I don’t 
advocate anything but tax collection by the federal govern- 
ment. I would not take away the money itself from the 
states. I propose that that should be distributed by the 
central agency to the agencies which now receive such 
revenue, and I would not try to federalize local property 
taxes at all. It is silly and wasteful to those who pay in- 
come taxes to make out two elaborate questionnaires and 
send in two sets of checks to state and national capitols. It 
is worse than silly for the various states to advertise to aged 


millionaires ‘‘please come to my state where the climate is 
wonderful, and you can escape income taxes.” Mayor La- 
Guardia outlined many of the abuses in the present tax 
system in a speech several months ago before the New York 
Board of Trade. Our tax system, he pointed out, is an 
expensive patchwork because of the lack of a central co- 
ordinating authority. Thirty-three states have income taxes 
and 15 have not; 32 states have corporate income taxes and 
16 have not. There is a wild scramble for corporations 
and rich old men to live and die in states that tax them 
least, and we all pay the bill. 

Now these two Constitutional amendments which I have 
advocated, are, in a sense, a counsel of perfection. We can 
easily extend federal power in the direction I have indicated 
without a Constitutional amendment. That is particularly 
true of the program to centralize tax collection. We could 
use a share system, a credit system, such as we do in inheri- 
tance taxes without passing an amendment. So these are 
my suggestions of immediate expansion of federal power. I 
think of that federal power not as something over against 
state power and antagonistic to it. The federal government 
is our government and we want to make it as effective 
and strong as our complicated world requires. There can 
be no danger in such power as long as the people keep control. 





By H. W. PRENTIS, Jr. 


President National Association of Manufacturers 


My colleague, Governor Dixon, has presented ably the 
thesis that the granting of additional power to any govern- 
ment is a risky proposition because it tends to make the 
citizen the servant rather than the master of the State; but 
that it is less dangerous to vest such authority in local gov- 
ernments because they are closer, and hence more responsive, 
to the citizens from whom all power springs. 

Our federal government already has acquired greater 
power than we could wisely let it have. Our primary con- 
cern should be to erect safeguards against its misuse in the 
future. First, let me say, Mr. Blanshard, I shall not call 
on Washington, or Jefferson, or the Founding Fathers, I 
call as my witness, President Franklin D. Roosevelt, who 
said not long ago, “We have built up new instruments of 
public power,” said he. “In the hands of a people’s govern- 
ment, this power is wholesome and proper. But in the hands 
of political puppets of an economic autocracy, such power 
would provide shackles for the liberties of the people.” 
Those are President Roosevelt’s words. Our contention 
is that power that can be used by anybody to shackle the 
liberties of the American people is not safe in the hands of 
any administration. 

Let us look at these new instruments of federal power. 
First, there is the new interpretation of the meaning of 
“interstate commerce” accomplished by Supreme Court rul- 
ings, not by amending the Constitution, and the vast new 
area which this conception has opened for exercise of the 
Federal government’s authority “to regulate commerce be- 
tween the states.” Time was when “commerce between the 
states” meant what our forefathers apparently meant when 
they adopted the Constitution, namely, the transportation of 
goods across state lines. Under that interpretation our rail- 
roads were placed under regulation by the federal govern- 
ment. Today, “interstate commerce” is interpreted to include 
the production of goods if any part of that production— 
even at some far distant date—is destined for shipment to 
another state, or even if any of the raw materials from which 
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it is manufactured were grown, mined, or fabricated in 
another commonwealth. Under that interpretation, even a 
small local clothing manufacturer who performs a simple 
converting operation on cloth that he never owns or con- 
trols, is held to be within the area of federal control. 

So, too, are tens of thousands of other enterprises through- 
out the country; all of them potentially subject to the same 
complete federal control of their prices, wages and oper- 
ating policies as has been applied to the railroads. And the 
exercise of increased federal power over the nation’s rail- 
roads has certainly not been the conspicuous success that we 
should wish to see applied to all our enterprises. What the 
federal government needs here is not more power, but, 
rather, self-restraint. 

Tempting the federal appetite, are still other forms of 
business which under no interpretation could remotely be 
deemed to be in commerce between the states. Are they 
beyond the danger zone? Perhaps today, but they need be 
only as long as government believes that public opinion 
wants them there. Congress has ample power to reach out 
and grab them if it so desires. 

It can, for example, work wonders of federal regulation 
by using its taxing power to dictate policies rather than to 
raise revenue. It did that, until public opinion forced a 
reversal, in the case of the undistributed profits tax, which 
is designed to compel the distribution of corporate earnings 
without regard to the dictates of sound business judgment. 

Or, if it prefers, instead of using taxes to regulate directly, 
the federal government can employ them to compel the in- 
dividual states to legislate according to its mandate. This is 
another procedure with which we have had experience. It 
was used to induce ali 48 states to enact social security laws 
conforming to a federal pattern. The process is simple. 
Pass a law—a tax law—which fulfills its purpose only 
when it does not raise federal taxes. Make the taxes apply 
generally, and make the rates prohibitively high; but then 
offer to rebate 90 per cent of the revenue in any state that 
will pass the law that the federal government has no 
power to enact itself. 

It begs the question to argue that such powers have been 
used only in a worthy cause. We are not debating how exist- 
ing power has been used. The question is, whether or not 
there is need for more power, the answer to which must be 
self-evident. 

Remember this: It did not require the extension of federal 
power to set up workmen’s compensation laws for industrial 
accidents. New York State blazed the way in 1910. The im- 
portant industrial states followed suit in about five years. 
Forty-six of the 48 states have had such laws now for years, 
and we have no federal bureaucracy to enforce them. Local 
and state responsibility for local and state affairs, correlated 
with local and state taxing power is the vital root prin- 
ciple of American democracy. 

The only federal powers I have mentioned—regulation 
of interstate commerce, and the authority to levy taxes— 
can serve to influence a wide sector of man’s activity. If 
more powers are needed, there are plenty in reserve. Author- 
ity to provide for the common defense offers wide latitude; 
the power to coin and regulate money can be used to in- 
fluence fiscal policies throughout the entire nation; and if 
there is any truth in the adage about the calling of tunes by 
him who pays the piper, a federal government spending ten 
and more billion dollars a year has a reservoir of power 
which it would be difficult to drain dry. That reservoir al- 
ready has been tapped by means of the Walsh-Healy Act, 
through which the government as a purchaser specifies cer- 
tain operating policies of those who supply it with goods. 


Attempts have been made to deny contracts to potential 
suppliers who have had the temerity to exercise their legal 
right of seeking judicial review of orders issued by the 
National Labor Relations Board. 

Through the Securities and Exchange Commission, the 
federal government has its finger on the pulse that beats 
when new enterprises are created or when old ones seek to 
expand. The government’s latent authority to investigate, 
by means of Congressional Committees or by income tax 
inspectors, does not even need to be used to constitute a po- 
tential power of vast import. 

These, then, are those “new instruments of public power” 
which could provide shackles for the liberties of the people 
of which Mr. Roosevelt spoke. How far we have come to 
permit such power to rest in any hands. 

Our forefathers recognize the tendency of the people’s 
own representatives to assume larger powers, in order to 
satisfy pressure groups or to use a short-cut to some desirable 
end or to strengthen their own tenure of authority. That is 
but a common manifestation of human nature. The tempta- 
tion to assume these powers lies primarily in the economic 
field, because if attempts were made to use them to curtail 
directly the civil liberties of the people—the free press, 
freedom of religion, freedom of speech, freedom of as- 
semblage, and the other human rights which were won by 
the struggles of our Anglo-Saxon forebearers—the public’s 
punishment of such usurpers would be immediate. Simi- 
larly, if such powers were used initially to curtail the 
people’s right of self-government, public indignation would 
stop the process at its outset. 

But such is not the case when economic liberty is curtailed. 
Appealing humanitarian purposes always can be cited in 
justification, and yet the voluntary sacrifice of freedom in 
this field is as fraught with danger to the continuance of 
our individual liberty as it would be in the abandonment 
of civil rights or representative government itself. 

For those three great institutions—free private enterprise, 
civil and religious liberties, and representative self-govern- 
ment—form the tripod upon which our individual freedom 
rests. If the leg of free private enterprise is undermined, 
government assumes such tremendous power over the life of 
the individual citizen that in its own desire to exercise that 
power effectively, it inevitably must suppress all dissident 
voices and all implements of criticism. Neither the press nor 
the pulpit, nor the individual can long be permitted to re- 
strain the well-intentioned economic programs of an all- 
powerful state. Nor can education itself be allowed to en- 
courage people to be analytically critical. The individual’s 
right to speak his own mind must be curtailed, and as a 
final step, his access to the ballot box either must be elimi- 
nated or made purposeless, so that the government’s economic 
plans will meet no obstacles that would impair or destroy 
their effectiveness. 

This is the road ahead when any of our basic liberties are 
sacrificed. Of course, we would not sacrifice them deliber- 
ately. That is not our danger. From other countries we 
have learned that individual liberty almost always is ex- 
tinguished by gradual consent of the people themselves, by 
their giving up one right after another until there has 
emerged a totalitarian state ruled by a dictator or a small 
group with authority equivalent to that of any ancient des- 
potism. 

It is no minor and incidental question that we are debating 
this afternoon. It reaches to the heart of our heritage of 
freedom. Throughout human experience, where freedom has 
been won and then lost, it has been lost sometimes by sud- 
den violence, but just as often by gradual surrender. 
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A Struggle of Two Worlds 


THE EARTH WAS NOT DISTRIBUTED BY PROVIDENCE 
By ADOLF HITLER, Reichsfuehrer of Germany 


Delivered to Arms Workers in Berlin, December 10, 1940 
(Extracts available in the United States) 


Y German Fellow Citizens, Women, My German 

Workers: | speak very seldom now, first, because 

I have little time to talk; second, because I believe 

it is better at this time to act than to speak. We find our- 

selves amid a controversy which aims at more than victors 

of one or another country. In fact, it is a struggle of two 
worlds. 

I shall start to give you a short insight into the reasons for 
this controversy. 

Germans, English, Italians and Frenchmen are the core 
of the nations which stood in war against each other. If I 
now compare these peoples the following facts are revealed: 

lorty-six million English rule and govern a total territory 
of roughly 40,000,000 square kilometers in this world. 

Thirty-seven million French rule and govern a region 
roughly 10,000,000 square kilometers. 

Forty-five million Italians have an area of useful region 
of hardly half a million square kilometers. 

Eighty-five million Germans have a living space of hardly 
600,000 square kilometers and these only through their own 
initiative. 

‘That means that 85,000,000 Germans have 600,000 square 
kilometers at their disposal upon which they must make a 
living, and 46,000,000 English have 40,000,000 square 


kilometers. 


This earth, however, was not distributed by Providence - 


or by Almighty God. 

This distribution is being taken care of by the peoples 
themselves and this distribution chiefly took place in the 
past 300 years at a time when our German people were 
domestically unconscious and torn apart. 


GERMANY SPLIT IN Perry STATES 


Following the outcome of the Thirty Years’ War, Ger- 
many was split into hundreds of petty States by the Munster 
‘Treaty (the peace of Westphalia of 1648). Our people al- 
most exclusively ate up their entire force internally. 

During this time the rest of the world had been dis- 
tributed not through treaties or arrangements, but exclusively 
through force. 

England then built its gigantic empire. 

‘The second people who had a slight share in the distribu- 
tion are the Italians, who suffered the same fate as we. 
The Italian people also used up their entire force in a 
fight against one another, thus failing even to maintain their 
natural position in the Mediterranean. 

Thus two strong nations suffered extreme shortcomings. 

One could ask: Is that in any way deciding? Man lives 
not on phrases, not on declarations, not even on moral 
philosophies (Weltanschaungen) ; he lives on what the earth 
yields him through his labor in the form of foodstuffs and 
raw materials. Thus what he can work on and can eat. 
If his own vital basis offers too little, then his life will be 
poor. The first precondition for the present tensions thus lies 
in the fact that this world is unjustly distributed. 

It is natural that in the life of peoples in general, things 


are developing along the same lines as in their domestic 
lives. Just as internally developing tensions between rich 
and poor must be balanced, thus in the life of the peoples 
one cannot claim everything and leave nothing to others. 

Either this one is reasonable and agrees to regulation 
which is negotiable on common fundamentals or, suppressed 
and overwhelmed by misfortune, he will one day take what 
belongs to him. 


Consipers His Task Lonc ONE 


This is inwardly the same with people and outwardly 
the same. Domestically, I put myself to the task of solving 
these problems with an appeal to reason to bridge the rift 
between too large wealth on one side and too great poverty 
on the other through an appeal to insight of all, recognizing, 
however, that such procedures cannot be carried out between 
today and tomorrow, but that it is still preferable to bring 
classes, which have been excessively separated from each 
other, closer to each other than to bring about such a solution 
by force. 

The right to live belongs to all nations. It won’t do 
for one people to say: “We'll let you others take part in our 
life.” It isn’t a question of charity. It is a question of ob- 


» taining one’s rights. 


The essence of every realistic sense of order is to see 
to it that alms are not given, but instead that rights are es- 
tablished. It isn’t a question of doling out alms as an act 
of mercy to peoples who are short-changed on the distribu- 
tion of the world, but it is a question of maintaining rights 
for human beings just as is the case in normal life. 

The right to live constitutes a claim of fundamental 
nature. The right to live includes the right to the soil, which 
alone gives life. For this claim peoples have even fought 
when a lack of wisdom threatened to interfere with their 
relationship, for they knew that even bloody sacrifices are 
better than the gradual dying off of nations. 

When we took over we demanded first national unity, 
as this was necessary for giving us the necessary strength to 
satisfy our claims. 


SoucHT GERMAN UNITY 


National unity, therefore, was one of three objectives for 
us in order, first of all, to organize the entire German 
strength, to show the German people how great is its 
strength, in general that it would thus again become con- 
scious of its power, then to make its demands and carry them 
through. This national unity I expected to attain by an 
appeal to reason. During that period of nearly fifteen years 
I was booed from both sides. 

One side charged: “You want to pull us who belong to 
the intelligentsia—to the upper crust—down to the same 
level as those others.” And so at the beginning of our 
national socialist revolution in 1933 we promulgated two 
demands. The first demand was that for national unity of 
our people, in the conviction that, without this decision to 
bring everybody together, the necessary force could not be 
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mobilized for issuing, and especially for attaining, the neces- 
sary German claims to life. 

Our people of that time faced collapse, our economy a 
destructive dissolution, our agriculture was ruined. 

One side could not be convinced and still today there are 
people who cannot be convinced. But on the whole there is 
a steady rise in the number of those who recognize that with 
the disintegration of the German peoples and the body po- 
litical all classes must perish. 

I was also fought from another quarter. These people said 
we are conscious of our class. Human beings are the products 
of their upbringing and this unfortunately practically be- 
gins with birth. Every one wants to remain within the 
sphere which he attained through education. I know that 
whatever was done in three or four or five centuries a single 
person cannot move within two or three or five years. 

The decisive thing is that some one start on the way to 
remove all this. 


FouGHT AGAINST VERSAILLES 


At that time | recognized the following essential: We 
must establish this German community of interest if we want 
to expect anything whatever from our peoples. That this 
was right was apparent from the fact that all of our 
enemies opposed this. 

This national unity was our first demand. Piece by piece 
and move by move this was realized. 

My second demand was: the removal of foreign political 
oppression as exemplified by the Treaty of Versailles where- 
by, among other things, our colonies and possessions were 
taken from us. In other words, my second demand was to 
fight against Versailles. I said this even when I was still 
a soldier. 

The rest of the world didn’t want our national unity, 
and it was determined to continue the Versailles system. My 
first lecture was a lecture against collapse, against the Ver- 
sailles Treaty and in favor of re-election of a strong German 
Reich. With that I began. What I achieved since then 
is therefore no new establishment of aims, but the oldest 
thing imaginable. Herein lies the first reason for the con- 
flict in which we now find ourselves. The other world 
did not desire our domestic unity because it knew that then 
the demand for living space for the masses of our people 
could be converted into reality. 

They decided upon retention of this law of Versailles 
wherein they saw a second Westfalian peace. Added hereto 
was another reason. I already said that the world was 
divided up unequally. American and English observers 
spoke of the haves and have-nots. We English, we Amer- 
icans, we French are the haves, and whoever hasn’t must 
remain satisfied with not having. To some, I was the repre- 
sentative of the have-nots. 


REPRESENTS THE Have-Norts 


Whoever hasn’t anything won’t get anything either. All 
my life I have been a have-not. I count myself as one of 
their number and have fought for them. Now again, I 
enter the fight as the representative of the have-nots. I will 
never recognize the claims of others to that which they have 
gained by force and robbery. In no case will I permit this 
claim to apply to what has been taken from us. 

It is interesting to observe the mode of living of the rich. 
They had so-called democracy in the Anglo-French world. 
In reality, capitalism reigns supreme, that is, there’s a band 
of several hundred people who possess unmeasurable fortunes 
and who, because of the peculiar construction of the state, 
are more or less completely independent and free. 


It is said this means rule by the people. But when you 
look closer, the people as such have not an opinion—it is 
placed before them. Now, who places this viewpoint before 
them? Why, it is capitalism! 

The slogan of liberty really means freedom of economy— 
namely, for everybody to grab for himself without state 
control, Capital first makes the newspapers subservient. The 
lord of the so-called press is the man who supplies the capi- 
tal, this press molds public opinion, the papers appear ac- 
cording to political parties, but in reality there is no differ- 
ence between them. 

There’s no real opposition—the opposition really holds the 
same view. These differ as little from each other as they 
used to differ with us in former times. You remember, no 
doubt, those old parties. It was the same thing. Usually 
they are divided up into families. One is Conservative, the 
other is Liberal and, in a third case, in England, one be- 
longs to the Labor party. 


AssAILs ENGLISH CLASSES 


In reality all three sit together as members of the same 
family and agree exactly on their future attitude. Added 
to this is the fact that the world’s chosen people actually 
constitute one community and that they move and direct all 
these organizations. 

No one might suppose that in lands of freedom and de- 
mocracy everybody lived in plenty. The contrary is true. 
Nowhere is the standard of the masses lower. 

That’s your rich England: 40,000,000 square kilometers 
controlled by it. In return, for instance, 100,000,000 
colonial workers must work in India under a miserable stand- 
ard of living. 

One might think that in England itself at least every in- 
dividual must share these riches. On the contrary, in these 
countries differences between classes are the crassest imagin- 
able. Poverty on one hand that baffles description, wealth 
on the other hand that equally baffles description. England 
for decades has had two and a half million unemployed. 

Rich America has twelve to thirteen million unemployed 
annually. 

What are we to say, then, about ourselves? 

After * ™ * we over here have erected certain bar- 
riers it is said immediately: They are terrorizing liberty; in 
other words, we are terrorizing liberty at the expense of the 
common weal. These people, to give but one example, have 
the possibility of pocketing up to 160 per cent dividends 
from the ammunition industry. They say that if these 
German methods gain ground and prove victorious all this 
will stop. They’re right. I believe 6 per cent sufficient. 

It’s natural for the English leaders to say they don’t want 
their world to go under because they fear Germany’s new 
ideas may spring over to England. 

They say, “We don’t like these methods.” What were 
those methods? I am proud that the revolution occurred 
in 1933 without a single window being smashed. 

They claim in England that we have terrorized liberty. 
Yes, that’s true, namely, when freedom was at the expense 
of the common weal. Certainly, we won’t permit anybody 
freely to dispose of his earnings if thereby the common weal 
is interfered with. 


Gotp No Factor or VALUE 


Those others are right when they say, We can never 
be reconciled with this world. They are fighting, for in- 
stance, for the upkeep of the gold standard. I understand 
this. They have the gold. Our gold was robbed and 
squeezed out of us. When I came to power it wasn’t malice 
on my part that prompted me to turn from the gold stand- 
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ard, for there wasn’t any there any longer, nor was it diff- 
cult for me to carry out this turning away process. 

When some one hasn’t anything he can easily part with 
it. And I wasn’t unhappy about it, either. Our economic 
structure is an entirely different one. For us gold is no 
factor of value, but a factor for subjugating and lording it 
over peoples. When I came to power I entertained but 
one hope in which I trusted. 

We placed our confidence in the ability of the German 
people and the intelligence of our technicians, chemists, in- 
ventors, organizers of inventors, etc. 

‘Two worlds are in conflict, two philosophies of life. They 
say we should help to keep up the gold standard—of course 
for they have the gold and we haven't it. In the course 
of fifteen years all our gold has been taken away from us. 

Should we go to pieces, I asked myself, because we have 
no gold? 

Our capacity for work is our gold, our capital, and with 
it we will defeat the entire world. 

[In the official version of the text of Herr Hitler’s speech, 
according to ‘The United Press, the foregoing passage reads: 
“If we already have no gold, then we have the power of 
work, and German power of work is our gold and our 
capital, and with this gold I can beat any other power in the 
world.” 

[ built up my entire economy on the coneeption of work. 
Those who have gold have failed completely. You can’t 
get anybody to take the British pounds, even if you throw 
them after them. Our German mark without gold is worth 
more than gold. 

Our mark, although at first there was no gold whatever, 
remained stable. Why? My compatriots, because you stood 
behind us. 

If | had said publicly eight or nine years ago that our 
problem would be where to get enough labor, people would 
have said I was crazy. But today we have one problem— 
where do we get workers? Work creates work. 


Wor.p oF Cooperative LABor 

What we are reconstructing is a world of cooperative 
labor, but also a world of cooperative duties. * * * for 
the first time in our own German history there exists a 
state which, in principle, has removed all social prejudices 
as regards appointment to positions. 

This applies not only to civil life. I myself am the best 
document to prove this. I’m not even trained in the laws. 
Nevertheless I’m your leader. Above all we are feeling 
into the future. We have countless schools, national, po- 
litical, educational institutions and Adolf Hitler schools. 
Adolf Hitler schools into which we bring talented children 
of our broad masses whose parents can never pay for their 
children to obtain their own education. 

We have generals today who twenty-two or twenty-three 
years ago were privates or non-commissioned officers. 

Our ideal is that every position in the country shall be 
filled by a true son of the people. We want a state in which 
birth matters nothing, achievement means everything. For 
this we are working with tremendous fanaticism. Contrasted 
with this is the idea of our enemies—a fight for egoism, for 
capital, for individual and family privileges. 

Our enemies know that if they succumb then they have 
bought all their gold in vain, then family dynasties will be 
removed, and there will be a collapse. 

One of these two worlds must break asunder. The traffic 
signals are now placed as follows: Gold versus labor. 

I want to make our country beautiful. I want the theatres 
for evervbody. For all this 1 wanted our manpower avail- 
able—not for armaments. 


REALIZES THE END 1F BEATEN 


We have, therefore, greater possibilities to fill this state 
from the bottom up. That is our aim, that is our joy in 
life. We are thinking of a state in the future in which every 
position will be filled by the ablest son of our people, irre- 
spective of his origin. 

Contrasting with this there is another struggle, another 
world where the final ideal is always the struggle for fortune 
and for capital, a fight for egotism of individuals. 

We know perfectly well that if we succumb in this fight 
that is the end. That other world says, “If we lose then our 
world capitalistic structure will crumble.” 

I can also understand if they declare: We want to prevent 
this under all circumstances. Those are two worlds, and I 
believe one of these worlds must crack up. If we crack up, 
the German people should crack with us. If the other world 
cracks, I am convinced that it will only then become free. 
For our fight is not directed against Englishmen as men, nor 
against Frenchmen. We have no quarrel with them. We 
made no demands. 

I demanded nothing from them except the right for Ger- 
mans to unite, and secondly, to restore what was taken 
from them. 

How often have I stretched out my hand! I was not in 
any mood to arm. That devours so much labor power. 
I wanted to use German labor power for other plans. My 
ambition is to make the German people rich and the German 
land beautiful. I would like us to have the most beautiful 
and best culturee * * * 

I proposed limitations in certain categories of armament. 
That was declined. I proposed that the air force be taken 
entirely out of wars. That, too, was declined. I proposed 
limitation of the bombing weapon. All that was declined. 
They said the latter is exactly the weapon with which we 
want to force our regime upon you. Once it becomes nec- 
essary to defend oneself I defend myself with undaunted 
fanaticism. 

I have no responsibility for the World War. But who 
are the people who today lead England? The same who 
even before the World War had been inciters. 

The same Churchill who even in the World War was the 
meanest war inciter, the late Neville Chamberlain, who 
then incited twice as much, and a clique belonging thereto, 
and of course the people who believe they can incite nations 
against each other with the profit of a Jericho. Against this 
I now have armed the German people. 

I was determined to rear our structure in the world, to 
widen our position and, secondly, to arm at home that the 
German soldier must no longer stand alone on a front, 
lonely and the victim of superior forces. 

Then I did everything humanly possible to avoid a con- 
flict. I made offer after offer to the English, but there wasn’t 
anything to be done—they wanted war. For seven years 
Churchill said “I want war.” Now he has it. 

I believe their awakening has already begun. Eighteen 
days—and the State which wanted to hack us to pieces, be- 
fore Berlin, was removed. Then came the British attack 
upon Norway. * * * Then within a few days we se- 
cured this Norwegian position. And then they wanted to be 
faster in Holland and Belgium. This led to the unloosen- 
ing of an offensive which was looked forward to by many 
of our men, especially older men, with grave concern. 

But within six weeks this campaign was also finished. No 
power in the world can remove us from there against our 
will. Now, my fellow-citizens, the sacrifices. 
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Compares Woritp War SACRIFICES 


They are very hard for individuals, but if we add and 
judge by sacrifices of the World War, how incomparably 
small are they. * * * Because for the first time men 
did not march with the feeling of having a smaller number 
of arms of inferior quality. 

Our arms are better in every field. That’s the difference 
between this and the World War. 

In this fight the munitions problem has never been a 
problem at all. * * * ‘Today we are armed for any 
eventuality. England may do what she will—she will sus- 
tain harder hits with each weapon. 

She will receive a heftier blow every new week, and if 
she wants to gain a foothold somewhere on the Continent, 
then we will meet again. And I hope we haven’t forgotten 
anything and the British will remember everything. 

I did not want aerial warfare. We launched no night at- 
tacks, but then that great strategist Churchill decided to 
launch unrestricted air warfare, beginning at Freiburg. I 
waited one month for them to cease this sort of combat. I 
waited two months, three months—but now we are con- 
ducting the war as they want it. 

We now accept the challenge; we shall conduct it to a 
finish. 

During the entire Polish campaign we did not conduct 
this sort of fight. * * * I wanted military objectives 
attacked only at the front; to fight against soldiers, not 
against women and children. That’s why we did not do it. 

We did not do it in France, either. When we attacked 
Paris; only Parisian armaments objectives were singled out. 
Then, however, it occurred to that great strategist Churchill 
to begin unlimited air warfare at night. * * * But not 
a single munitions plant was put out of action. Many un- 
happy families, however, were struck. 


Boasts oF “REPRISALS” 


I could no longer take the responsibility before the Ger- 
man people of letting our own people perish while strangers 
were spared. Thereupon this warfare, too, had to be con- 
ducted. 

And it will now be fought. It will be conducted with all 
the determination and courage at our disposal. We determine 
the hour for this conflict. I decide in such matters. * * * 
We do not desire to achieve any successes of prestige but 
want to be guided solely by matter-of-fact military con- 
siderations. 


Whatever must be done will be done, but anything be- 
yond that we want to avoid. Beyond that we all have but 
one hope, namely, that the hour will come when common 
sense will again triumph and peace return. 

I can fight today because I know the entire German 
people stands behind me. I am today guardian of its future 
life, I act accordingly. * * ® My own life, my own 
health cuts no figure in this connection. I know that they’ll 
stand behind me in this spirit and above all the German 
armed forces, man for man, officer for officer. 

The world must take cognizance of one thing: there will 
be no defeat in Germany, either military or economic on the 
grounds of time. Whatever may happen, Germany will 
emerge victorious from this fight. I am not a man who, once 
he is engaged in a fight, breaks it off to his own disfavor. | 
have proven this in my life. * * ® When I entered po- 
litical life I told my followers that in our lexicon and in my 
lexicon there is no such word as capitulation. 

All these fools who imagine that there could be rifts here 
have forgotten the Third Reich is no longer the Second 
Reich. Equally united stand the German people today. 
Here my thanks go before all to the German worker and 
the German farmer. These two enabled me to prepare this 
fight and, from the standpoint of munitions, to create pre- 
conditions for holding out. 

These two also create the possibility for me to carry 
through the war no matter how long it may last. I especially 
thank also the German frau—those countless women who 
must in part take on the heavy work of men, who in so 
many positions replace men. 

This fight not only is a struggle for the present but 
especially a fight for the future. * * * We are decided 
more and more to tear down barriers restraining the in- 
dividual from unfolding his possibilities, acquiring that place 
which he deserves. * * * 

The others fought their fight only for the damned plu- 
tocracy, those few dynasties which administer the capital 
market for those few hundred who, in the last analysis, 
direct these people. * * * When this war is over the 
great work of creation is to begin in Germany. 

Then the German people will cease manufacturing can- 
non and will begin works of peace and reconstruction. 
** * 

This time will come again when we will struggle trust- 
fully together for this great Reich of peace, work, prosperity 
and of the culture we desire to rear and shall rear. 


Population Policy in the United States 


THE LARGER CRISIS IN AMERICAN CULTURE 


By J. J. SPENGLER, Professor of Economics, Duke University, Durham, N.C. 
Delivered at Second Southern Conference on Tomorrow's Children, December 6, 1940 


Summer of pseudo-peace that remains to palsy Ameri- 

can democracy and social policy, to give serious and sus- 
tained thought to the nation’s population problems. These 
problems, you may feel, are lacking in comparative im- 
mediacy. This paper is premised upon the opposite assump- 
tion, namely, that our population problems are intimately 
related to the more inclusive problem of national defense. 
Broadly speaking, the American population problem is but 
a concomitant of the unprecedented social and cultural crisis 
whose impact is just beginning to be felt; it will be solved in 


[' may strike some of you as difficult, in the short Indian 


proportion as we resolve the larger crisis in American cul- 
ture. Specifically, the national defense effort will prove 
futile unless we demonstrate concretely that a _ society 
founded upon democracy has more to offer to the bulk of 
mankind than do the totalitarianisms now marching from 
one Old World land to the next; and we cannot make such 
a concrete demonstration unless we face the American popu- 
lation problem squarely, convinced and determined that a 
satisfactory solution can be effected. 

This paper consists of four parts. In the first I shall 
present, in telescoped form, certain significant demographic 
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facts. In the second part, the implications, or effects, or 
present demographic facts will be examined. In the third, 
demographic disiderata will be considered. In the final sec- 
tion, attention will be devoted to basic principles and 
policies. 


I. 


_ At present two demographic facts stand out. First, the 

nation’s population total probably soon will cease to grow. 
Second, the net rates of population growth in America vary 
appreciably from class to class, and from region to region. 

As is well known to all of you, the American Leviathan, 
which once swelled one-third every decade, and then one- 
fourth, will soon have reached demographic maturity. Dur- 
ing the past decade, it increased only seven per cent, which 
is slightly less than half the rate of growth experienced dur- 
ing the two preceding decades. Not many years hence this 
rate will have fallen to zero, and the American population 
will have reached a maximum of between 140 and 150 
millions. Thereafter the growth rate may become negative 
and the nation’s population may decrease. 

For this decline in rate of national population growth 
two changes are responsible. Immigration has fallen to a 
level where it contributes little to American increase. And 
far more important, fertility in America has fallen to a 
level where it hardly suffices to maintain the nation’s popu- 
lation intact. 

More striking than the all inclusive national trend in 
population growth is the trend by region and class. Already 
by 1930 the fertility of urban white women had fallen so 
low that the urban white population was dying out at a 
rate of 14 per cent per generation; in fact only in the smaller 
sized towns was fertility great enough to replace the existing 
generation. Urban Negro net fertility was even lower. At 
that time only the relatively high fertility of the rural white 
population, still 54 per cent above the bare replacement rate, 
was holding national white fertility slightly above the re- 
placement rate; and only high Negro rural fertility was 
making possible a slight natural increase in the Negro popu- 
lation. Today fertility remains above the replacement level 
only in states whose population includes a considerable num- 
ber of families living on farms or in villages. 

While the major class difference in fertility is that be- 
tween the rural and the urban population, fertility differ- 
ences, while less marked than formerly, are still to be found 
in the urban population. As a rule, net reproductivity is 
helow the replacement rate in the more privileged—privilege 
is here measured in terms of income and education—por- 
tions of the nation’s white urban population; it is at, or 
above, the replacement level in the least privileged white 
urban groups. These urban class differences are attributable, 
according to Pearl’s studies, almost wholly to differences in 
contraceptive efforts, in recourse to abortion, and in age at 
marriage. 

Since net reproductivity in the more fertile portions of 
American society has trended in the same direction as net 
reproductivity in the less fertile portions, we may suppose 
that national net reproductivity will continue for some time 
to decline, and that deaths will begin to exceed births not 
many years hence. Already in 1935-36 deaths exceeded 
births in 149 of the nation’s counties—that is, in one county 
in each twenty—in which lived about one-seventh of the 
country’s population; today this number probably is greater. 


Il. 
The population trends just described are important, not 
in themselves, but because of their political, socio-psycho- 
logical, and economic consequences. By way of illustration 


I shall refer only to certain possible economic effects. In an 
economy such as our own the level of employment is closely 
related to the level of investment. In fact, given our present 
distribution of income and our present propensity to save, 
unemployment will not disappear until gross investment rises 
to about $25 billions annually, that is to a level considerably 
higher than the 1928-29 peak. In the past, a large propor- 
tion of investment—perhaps half—was devoted to the equip- 
ping of new increments of population. Accordingly, as popu- 
lation growth dwindles, and, as a result, investment outlets 
shrink, marked changes will have to be made in the structure 
of the American economy and in national economic policy; 
otherwise chronic unemployment will plague America and 
undermine her institutions and morale. 

As the rate of population growth declines, the relative 
number of aged will increase, both in the population in gen- 
eral, and within that part of the population lying between 
the ages of 18 and 65. Wherefore it is quite likely that too 
large a proportion of the more important political and eco- 
nomic positions in our society will gravitate into the hands 
of the older members of the community, with the result that 
the American commonwealth will become a gutless geron- 
tocracy, a politico-economic organism incapable of making 
the necessary adjustment to the dynamic world about it. 

More significant at present than effects of current trends 
in age composition and population total are the consequences 
of the present unequal distribution of natural increase 
among regions and social classes. An unduly large propor- 
tion of today’s children are being born and reared in cul- 
turally and economically underprivileged familial and com- 
munal milieus—in environments whose uninspiring impress 
tomorrow’s workers and citizens are far more certain to feel 
than the impress of their ancestors’ genes, be they good or 
bad. The results are several. Far too many of today’s youth 
are approaching, and will continue to approach adulthood, 
unequipped with such training and skills as are essential to 
the securing of personality-satisfying employment in a com- 
plex technological economy. Far too many reach voting age 
unalert to the longer-run implications of the politico-social 
policies from among which they must choose. Far too many 
find themselves continually surrounded by that insecurity 
which breeds, not rational, well-intentioned efforts to aug- 
ment collective wellbeing, but desperate hopes and desperate 
measures foredoomed to fail. 


Ill. 


Let us turn now to demographic objectives. Before con- 
sidering these objectives I would like to make two observa- 
tions. First, demographic objectives cannot be considered 
apart from the more inclusive social and economic programs 
of which they are subordinate parts; for every set of demo- 
graphic objectives presupposes a larger social plan. Where- 
fore we cannot plea, as so many writers on population do, 
for given demographic objectives, and yet reject the social 
reforms essential to the realization of these objectives. 

Second, demographic objectives are not always susceptible 
of positivistic, scientific analysis; for frequently they are re- 
lated to ultimate sentimental, non-instrumental, religious 
values and ideals whose intrinsic worth is not amenable to 
laboratory appraisal. Often, therefore, the utmost that scien- 
tists can do is to make the ultimate value complex internally 
consistent, compose ultimate value conflicts, and indicate 
what courses of action are likely to make possible the reali- 
zation of specified ultimate values. 

The objectives which I lay down in this section, in so 
far as foreign policy is ignored, more or less presuppose that 
a higher income is preferable to a lower income; that, within 
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limits at least, less economic inequality is to be preferred to 
more inequality; and that political stability is more desirable 
than political instability. In the closing portion of this paper 
I indicate various principles which, if translated into action, 
should facilitate the maintenance of the population and 
bring about a better distribution of the annual birth total. 
These principles are instrumental in character and are sus- 
ceptible, therefore, given adequate data, of proof or disproof. 

A national demographic policy must presuppose, as its 
first objective, the maintenance of the nation’s population at 
some stipulated level, or at least within a range of levels. 
What level is selected necessarily depends upon the income 
plane sought by the population, and upon the long-run mili- 
tary and foreign policy pursued by the state. So far as the 
United States is concerned it is unlikely that, as of the 
present, actual or potential per capita income would be much 
if any higher were our population to become stationary at 
100 millions, or much if any lower were our population to 
become constant at around 150 millions. For, as even 
Malthus’ writings. imply population growth exercises a 
depressive effect upon income levels principally in essentially 
agricultural countries; in countries whose populations are 
dependent for livelihood upon agriculture in only a small 
measure, population density may vary within rather wide 
limits before income levels are critically affected. We may 
tentatively fix this range of limits for the United States at 
between 100 and 150 millions. 

What has been said in regard to density and income 
ranges must be qualified somewhat, if the time factor is 
taken into account. Our economy is founded in considerable 
measure upon the use of resources—e.g., fuels and minerals 
—destructible through use and limited in supply. For this 
reason, in the absence of countervailing inventions such as 
the commercial exploitation of U235, maintenance of a 
population of 150 millions rather than one of 100 millions 
is certain to speed the day when income and output levels 
begin to feel the pressure of rising extractive costs and min- 
eral exhaustion. Accordingly, given sufficient pessimism 
relative to man’s capacity to overcome these obstacles, a 
population of 100 millions is to be preferred to one of 150 
millions. 

What constitutes a satisfactory population total for the 
United States—we have tentatively fixed it at somewhere 
between 100 and 150 millions on domestic grounds alone— 
depends also upon foreign policy. If the backs of Hitler’s 
Assyria and Stalin’s sultantate are broken, and the world 
once again is made congenial to democratic and humanitarian 
values, one may fix, as the ideal, an American population 
total of 100-150 millions and an annual birth total sufficient 
to maintain this population. If, however, the men who are 
making American foreign policy prove spineless and direc- 
tionless, and permit totalitarianism to triumph and subse- 
quently to mobilize the resources of Europe and Asia against 
the Western Hemisphere and the remnants of the British 
Empire, then the United States will have to be transformed 
into a militarized Maltese bulwark against the inevitable 
westward surge of the totalitarian slavocracy; for otherwise 
America too will become a satrapy of Berlin. Accordingly, 
if, in event of the defeat of Britain, America elects to espouse 
the role once played by Leonidas, Themistocles, and Alex- 
ander, a population of more than 150 millions will be neces- 
sary. For Americans, together with emigres from totali- 
tarian Eurasia, will have to penetrate in sufficient number 
into Latin America to obtain preponderance over the totali- 
tarian populations living there and help organize the Latin 
American economy for the final conflict with totalitarian 
Eurasia. To accomplish this purpose a combined popula- 
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tion of at least 200 millions of Americans and emigres ap- 
pears necessary. 

What ever be the demographic objectives of a nation, they 
should facilitate the maintenance of a correct distribution of 
the working population among occupations, and, as a con- 
sequence, among regions. At present, income data suggest, 
the American population is inappropriately distributed 
among both occupations and regions. For example, were the 
excess agricultura! population,—25 to 40 per cent of the 
total now dependent upon agriculture for a livelihood—to 
secure employment outside agriculture, the national income 
would increase by at least six billions. And were the rela- 
tive number of workers attached to the skilled trades and 
professions to increase at the expense of the unskilled, na- 
tional income would swell even more. That interoccupa- 
tional and interindustrial shifts on part of the working popu- 
lation would increase total income appreciably is suggested 
by the fact that real income per head is only 40 and 28 per 
cent as high respectively, in primary industry as in the 
secondary and tertiary industrial fields. 

The realization of a correct occupational distribution of 
the population requires a considerable expansion of non- 
agricultural industries, particularly in the Southeast and 
Southwest where the greatest farm population surplus is now 
to be found. If, as seems likely, such expansion will not 
take place in the absence of governmental stimulus, every 
effort should be made to locate the new industries in smaller, 
appropriately-located cities; for, as Jefferson foresaw, the 
great metropolitan communities are inimical to political sta- 
bility, to natural increase, and to the realization, by most 
income groups, of a satisfactory mode of life. 

It is essential, finally, that the distribution of births among 
the population be altered appreciably; that natural increase 
be augmented in the upper and middle socio-economic strata, 
and reduced in the lowest strata where is to be found the 
bulk of the socially and biologically inadequate members of 
the American society. For, given a better distribution of 
births, it would be far easier to maintain a correct occupa- 
tional distribution of the population and thereby reduce class 
struggle tendencies. Opportunity would be more evenly dis- 
tributed. The quality of political and economic leadership 
would almost certainly be better. 

In sum, whatever be the specific demographic program of 
a nation, it must include among its objectives the mainten- 
ance of the annual number of births at some level, and such 
distribution of these births among the socio-economic classes 
and groups composing the nation as will permit the full de- 
velopment of the potentialities of the population. 


EV. 


I come now to the last and most important question of 
all: What must we, as a nation, do if we would maintain the 
annual number of births at a high enough level, and at the 
same time attain something like a desirable distribution of 
births among the several classes and regions? The answer 
is not easy. Nonetheless certain principles of action appear 
to be indicated. 

First, while the predisposition, on part of families, to 
replace themselves must be strengthened, this end must be 
sought, not through force and efforts to suppress contracep- 
tion, but through cultural reforms suited to reorient the 
position of the individual to the community and its truly 
collective ends. For many decades now “success in life” has 
been defined in such a way as to make efforts to realize it 
inimical both to communal welfare and unity in general, and 
to procreation in particular; for so long as the fulcrum of a 
people’s value complex rests in what Carlyle would call the 
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pig trough, the appeal of familial and associated values is 
weakened. It is essential, therefore, that “success” be re- 
defined to include familial values, race replacement, and the 
obligation not to pursue individual interests to the detriment 
of the commonweal; and that this new conception of “suc- 
cess” be made an integral part of the social structure and 
the associated complex of folkways and mores. 

Second, our system of youth education must be reor- 
ganized to imbed this new conception of “success” into the 
social structure and the nation’s thoughtways. Curricular 
content must be modified with this end in view. Extra- 
curricular youth activity must be mobilized, probably in the 
form of a national youth movement inspired by democratic 
and anti-class-struggle principles, to reenforce other efforts 
to put over a new conception of “success.” 

Third, earlier marriage and correspondingly earlier pro- 
creation must be facilitated, especially in the upper-socio- 
economic strata. 

Fourth, educational and religious agencies, together with 
artistic and other forms of public expression, must be em- 
ployed to idealize the family of three to four children. 

Fifth, in so far as possible, private and public employment 
policies must be rendered congenial to familial values. 

Sixth, inasmuch as there is not now, and is not soon likely 
to be, a close correspondence between familial needs and 
familial income, the state must enable the less well-to-do 
families to meet the extra demands imposed by childbearing, 
through regulated cash subventions and through the provi- 
sion of medical and similar forms of care. 


Democracy 


IF ONLY WE KNEW IT 


Seventh, since economic insecurity is perhaps the greatest 
threat to familial values, national fiscal and investment 
policies must be combined in such wise as will hold unem- 
ployment to a minimum. 

Eighth, since it is unlikely that, in cities of more than one 
hundred thousand, pronatality measures, which are both 
adequate and comparatively economical, can be put into 
effect, public and private agencies must cooperate to shunt 
an ever larger proportion of the American population into 
smaller and more wieldy communities. 

Ninth, since any system of public subvention, if badly 
grounded, can exercise an untoward effect upon public 
morale, it must be made clear to all that, while every mem- 
ber of the community has stipulated rights he is also under 
correspondent obligations, and that the right of a family to 
aid is a part of the inter-personal network of reciprocities 
that is society, and therefore is conditional. 


V. 


I have dealt in rather general terms with the American 
population problem because I believe it futile to discuss par- 
ticulars before agreement has been reached upon general 
principles. Whether the implementation of principles such 
as have been laid down will enable us to surmount the demo- 
graphic and cultural crises now upon us only a prophet can 
foretell. I am inclined to be optimistic, however, for since 
the youth of America remain flexible in mind and of good 
will, the chances are favorable that a positive way can yet 
be found out of the unsatisfying and nihilism-ridden present. 
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By COUNT CARLO SFORZA, Carnegie Visiting Professor of International Relations at Union College 


HE new element—half material, half psychological— 
which has added unexpected forms to our political and 
international struggles is propaganda. Never in his- 

tory had publicity become such a determining weapon. It 

is through the technical perfection achieved by political 
publicity that the invention of a bolshevist Spain (which 
never existed) induced the leading classes of two proud and 
old nations, England and France, to accept almost gladly 
the first of their defeats—the Nazi-Fascist invasion of Spain. 

It is through the same method that French and British high 

circles were brought to applaud as a victory their second 

defeat—the Munich agreement. 

One realizes how important it has been that the first of 
European dictators has been a newspaper-man; only one 
thing he knew, but he knew it well: the publicity part of 
his profession. It is this man that first discovered the basic 
maxim of Totalitarianism in this standardized world of 
ours: “A lie is a lie when it is timidly expressed; a lie re- 
mains sometimes a lie when it is repeated only a hundred 
times; a lie always becomes a truth when it is repeated 
thousands of times.” 

The applications of this principle have been wonderful, 
even in this country; for instance when some honest Ameri- 
cans have been induced to believe and to say that the dicta- 
torial regimes have serious popular backing in their own 
countries. 

If it is so, one wonders why the dictators do not give 
freedom of opinion to their press and freedom of vote to 
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their subjects, and why they have suppressed even fake elec- 
tions for civic magistrates so dear to the hearts of the 
Italians since the XIIIth century; why, in Germany, the 
pick of the Nazi youth are taken away from their families, 
trained in special mysterious schools and, renouncing all ties 
of blood and kin, brought up in blind devotion to a sup- 
posedly infallible Fuhrer—with not a single thought of their 
own. 

The dictators shout their confidence in their blinded 
masses; in reality they are not so sure. They shout because 
they are afraid. Is it not a fact that as soon as hundreds 
of thousands of Italians have been let out of the great Fascist 
prison, they have shown their minds, in Albania and Greece, 
by refusing to fight against a small nation whose freedom 
had been dear to our Italian fathers? Indeed, not only had 
the poets of our Risorgimento sung, like Byron, the inde- 
pendence of Greece, but many heroic Italian volunteers went 
all through the XI Xth century to fight and die for Hellenic 
independence, which means for the same ideals that inspired 
the six hundred thousand Italians who gave their lives for a 
free Italy in the first World War. 

I have been one of them; I know what they thought. They 
hoped to make democracy safe for Italy, for the world. 

We were wrong, all of us, if we thought that Democracy 
is a stable place to reach and to live in, comfortably. The 
truth is just the contrary. Democracy is a constant crea- 
tion which each generation must deserve and fight for. 
Democracy is in front of us, not behind us, even for America. 
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That is why no desertions, no defeats, no disasters prove 
anything. 

But have we really been confronted by essential defeats 
and disasters of Democracy? 

Many pragmatists believe so, and some of them already 
bow a smiling approval to prospective masters of tomorrow. 
In reality, even contemporary European history, tragic as it 
is, proves that they are wrong. Why? Because the only con- 
clusive argument against Democracy would be the existence 
of some free nation having been converted to accept Totali- 
tarianism. No such nation exists. It is only through violence 
that they have been subjected to Totalitarianism, all of 
them: Russia, Italy, Germany, Spain, France. 

I alluded already to Italy; but what of France, the latest 
victim of dictators and traitors? I have lived in France 
most of the last three years, and I may assure you that the 
immense majority of the French think only of the day when 
they will get rid of invaders and of would-be dictators. 

Today, the dictators—inventing a new psychological 
trick—try to make us believe that they are creating a “new 
order” in Europe, a new economic order which the Fifth 
Columns might hail as an improvement on the Europe of 
yesterday, stupidly divided by customs walls and by national 
hatreds. But the truth is that although this time propaganda 
and Fifth Columns may rely on blood and terror there is 
not one example of any nation wishing to participate in the 
newly advertised Nazi “order”. All the peoples of Europe 
refuse to join a system based on hatred of Democracy. When 
it happens, as now in France, that certain leaders declare 
themselves ready to collaborate with Nazism, all their com- 
patriots know what they are,—traitors. But the dictators 
have won so many victories through propaganda—from the 
conquest of Spain to the invasion of France—that they still 
continue in all the democratic countries their constant secret 
work of demoralization. 

This work takes the most varied forms, as when, in this 
country, an exquisite master of English style, misled by 
sentimental emotions, shows in Totalitarianism one of the 
“Waves of the Future”, one of the new political philoso- 
phies which the free nations should try to understand. No, 
Nazism and Fascism have no philosophy; they are based on 


pragmatic theories which change from day to day—as their 
crusades against Stalin and their successive alliances with 
Stalin should prove to everybody. Opportunism, gangster- 
ism, systematic cheating will never form a philosophy. 

But American Democracy has in its bosom more danger- 
ous enemies than writers ready to compromise with dictators. 
This enemy is Complacency. Complacency is almost as 
dangerous as Fifth Columnism. To take only one example, 
learned economists begin to whisper that, after all, Totali- 
tarianism, once master of Europe, would be so busy in or- 
ganizing the old world that the United States would have 
all the time it needs to become supreme in this new hemi- 
sphere, from Canada to Patagonia. 

It is not so, simply because history is mainly made by pas- 
sions, not by interests,—a thing certain economists rarely 
understand. 

Those who believe that a victorious totalitarianism would 
not undertake to impose itself on this continent do not 
realize that for the dictators it is a question of life and 
death to have all the great democracies destroyed, all of 
them. 

The dictators would never feel safe as long as the en- 
slaved nations—Italians and French, Dutch, Belgians and 
Norwegians, Spaniards and Czechs—were able to point to 
a great country still free,—especially if this country were 
more or less prosperous. In the dictators’ eyes the worst 
crime of a democracy is merely the fact of existing, of exist- 
ing in an atmosphere of freedom. 

But, on the other hand, a great democracy is not worthy 
of her past, not worthy of her future, if she does not realize 
an old law of history, and a new one. 

The new law is: there is no more place for isolation in 
a world, all the parts of which become more and more inter- 
dependent; just as there is no place for a free nation in a 
world of slaves. 

The old law is: the riches, the gold, the economic pos- 
sibilities of a powerful nation may become instruments of 
decadence, of intellectual and political decadence (as has 
happened with great empires like Rome and Venice), if they 
are not constantly used in the service of the ideals that first 
made the moral greatness of the nation. 


Problems that Confront Us 


WE ARE THE ULTIMATE HOPE AND SANCTUARY OF HUMAN LIBERTY 


By HERBERT HOOVER, Ex-President of the United States 
Delivered before the Pennsylvania Society of New York, December 21, 1940 


AM greatly indebted for your fine courtesy and I feel 
I a little bit in a difficult situation by the undeserved 
recommendation of Mr. Irwin, because it raises your 
expectations beyond the point that I could begin to meet. 

In normal times such occasions as this should be devoted 
to the lighter side of life. We might blow the bubbles of 
satire, hyperbole and wit. We might live for an hour in a 
land of allegories and fairies. We might soak our souls with 
optimism, and go home convinced of the perfection of life 
and of all human progress. 

But there is little to be gay about when madmen destroy 
in a day what it has taken the sweat and blood and tears of 
mankind a thousand years to erect. The stupendous sound 
track of this terrible moving picture drives its horrors into 
every home in every hour in our land. 

In this tragic atmosphere your committee suggested that 
I might discuss some of the forces and problems developing 


today from a background of some experience of the last war. 

Now that I have divorced myself from politics for the 
balance of my life—or have been divorced—I can devote 
myself to such discussion at least without partisan impulse. 

A half hour permits only a few points, and I shall hold 
them to domestic rather than foreign phases. 

The ultimate course of this world chaos is unknown to 
us. But however transitory our conclusions may seem, still 
we must constantly grope for a basis of cool judgment and 
sober action for our country. Believe it or not, there are 
always some people who learn by experience. 


PARALLEL PHENOMENA NOTED 
Among the parallel phenomena with 1916-17 is the 
ferocity of the discussion going on among our own people. 
Indeed these are times when it is difficult to appraise and 
discuss with objectivity. The gargantuan forces in motion 
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are not military alone. Within them are social, economic 
amd political ideas, which clamor to shape the world to 
come. 

Again, as in the last war, we are deluged with propaganda 
trom both sides. The real American interest is difficult to 
separate from these pleadings. But of more importance, 
the actual events arouse our emotions and our sympathies 
and our sense of outrage. Emotion without the temper of 
reason breeds intolerance. Intolerance breeds intellectual 
tyranny. From it we get declamation, not honest debate. 
We are afflicted with slogans: ‘“‘war mongers,” “appeasers,” 
“pacifists,” and what not. 

Slogans are no basis for deciding the fate of our country. 
‘They do not make for national unity in time of danger. 

Certainly it is a sign of a dangerously irresponsible mind 
in a nation when patriotic men are fiercely denounced as 
being the tools of Great Britain or the tools of Germany. 
And by way of pointed illustration I refer to two men— 
single minded men in their devotion to our country. They 
are William Allen White and Colonel Charles Lindbergh— 
both of whom have long since earned the gratitude and con- 
fidence of the American people. 

The transcendent right of Americans, and their duty, is to 
express their position on war and peace. It is the greatest 
issue that can come to any nation. 

For my part I want no single step taken relating to war 
that is not given time for public debate. As Congress has the 
final responsibility to declare war it should also debate and 
pass upon every step that may lead in that direction. 


PREPAREDNESS Now Urcep 


Our immediate and imperative task today is to concen- 
trate upon preparedness. Our defenses must be so strong 
that dictators singly or in combination must be convinced 
that is is impossible for them to cross these oceans. And we 
wish our industries to function for Britain, China and 
Greece. 

‘The enormous preparedness program we have undertaken 
amounts in some ways to as great an effort as war itself. 
Many of its problems of economic organization are war prob- 
lems. 

It is so large an effort that it demands complete national 
unity. And a pertinent place for unity is in labor relations. 
In the last war employers and employes in essential war 
industries tactically waived the right of lockout and strike in 
favor of arbitration. It should be done again. 

We learned some bitter lessons on the method of organiza- 
tion of munitions and supplies in the last war. The principal 
one was that production could best me had by the mobilized 
cooperation of industry, not by force. Indeed that was one 
reason we came back to democratic processes more easily after 
the last war than any other country engaged in it. 

But we learned that there must be responsible, single- 
handed leadership, not the indecision of boards. The Presi- 
dent’s announcement this morning was indeed a step in the 
direction of better organization. 

Finance of today’s preparedness program will be far more 
difficult than in the last war. Prior to that time we were 
paying only 7 per cent of our national income in taxes. Prior 
to this preparedness program we were paying 21 per cent. 
Prior to 1917 our national debt was only 1% billions; prior 
to this burden it was already 43 billions. With this back- 
vround, if we are to avoid inflation we have got to pay many 
more taxes. We must place more of the government borrow- 
ing directly upon the savings of the people and not by infla- 
tion of bank deposits. The ultimate end of inflation is revo- 
lution and today’s fashion in revolution is national socialism. 





Points TO DUAL BuRDEN 


The necessity already to establish priorities for arms ma- 
terials is the infallible sign that arms are beginning to trench 
into the other needs of the country. Thus we are face to face 
with how to carry the burden of arms without decreasing the 
standard of living. 

There is involved in all this a problem of prices of manu- 
factured goods. —The moment we have extensive priorities for 
war materials we shall have scarcity in those lines of goods. 
Out of scarcity will come rises in prices. No law or other 
restraint has ever been able to fully control prices, no matter 
how rigorously applied. 

The only real answer is to avoid scarcity. Increased prices 
of manufactured goods may not be so material to the higher- 
paid groups. But it inevitably increases the cost of living to 
the white-collared, the unskilled unemployed, and the farm- 
ers, who do not gain from the preparedness program. 

In the last war we had an unlimited market for the 
farmer. This war is having the reverse effect of further 
stifling his market. He cannot stand higher prices for manu- 
factured goods and pay taxes. 

And there is involved in all this also a preparedness for 
economic defense in the world to come. 

Whatever the conclusion of this war may be, it is certain 
there will be a hideously impoverished world. It will be a 
world largely without international credit, with unstable cur- 
rencies, with little capital for development of backward 
countries. We shall be confronted with militant, govern- 
mentally organized competition. 

There are some who hold that the solution of all these 
problems of production, prices, taxes, standard of living 
and future competition is longer daily hours and lower wages 
for manufacturing labor. 

I support an entirely different alternative. That is to 
definitely organize increase of our industrial efficiency and 
productivity. 

Mr. Knudsen properly said that the key to immediate in- 
crease of production of munitions was to get our machinery 
working three shifts six days a week. 


“PROBLEM WIDER THAN THAT” 


But the problem is wider even than that. Along the road 
of increased efficiency we can secure at least a contribution 
to remedy each of these complex difficulties. 

That seems like a pretty wholesale panacea. Nevertheless 
it is to some degree possible. But if we do it we must at 
once pour in any money needed for a program of greatly 
expanded scientific research and invention. From that can 
come new discoveries and new methods in the saving of mate- 
rials and labor. 

We must bring our plant and equipment out of its present 
slump of obsolescence. We must eliminate more industrial 
waste motion and more waste of materials and men. We must 
apply every labor-saving device. We must remove every sort 
of restriction by both capital and labor which impedes or 
penalizes the use of better methods and better machines. 
We must maintain free competition so that lower costs will 
be passed on to the consumer at lower prices. And we must 
have a constructive tax system. We must have removal of 
unnecessary governmental restrictions which encumber pro- 
duction and lessen the initiative of men. 

With sufficient increase of industrial efficiency we could 
lower costs, lower prices, increase consumption and increase 
production. We could relieve the strain of priorities. We 
could take up some of the slack of unemployment. We could 
maintain our standard of living. We could prepare for the 
competition to come. 
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These methods do not mean more speed-up or pressure 
upon individual workers. They do not mean longer daily 
hours or lower wages. They mean that we work our ma- 
chines and our heads harder, and that we do it cooperatively, 
organized on a nation-wide basis.” 


INTELLECTUAL DEFENSE NEEDED 


Now there are problems that are much wider in front 
of us than economics. There is a problem of intellectual 
defense against encroachment of Nazi or Fascist ideas. 

There are new forces behind this war that were not present 
in the last war. There is within it a revolt against a civiliza- 
tion which has been based upon liberty and religious faith. 

These revolutionary ideologies are more than just dictator- 
ships with Napoleonic ambitions. They are militant to im- 
plant their mystical social and economic order upon other 
nations. And I gather from their extensive remarks that 
they do not like democracy in any form. There is little fear 
that these ideas will substantially penetrate the American 
people by propaganda. Their few adherents are of course 
a disturbing public nuisance. 

There is, however, another danger to us in these ideas 
from an entirely different quarter. A fact is that the Nazi 
and Fascist economic systems are a resurrection of the 
methods of organization which were born in all nations en- 
gaged in the last World War. That was the first war where 
the energies of the whole civil population were drastically 
mobilized to fight. Industry, agriculture and labor alike 
were regimented and forced into action. A great degree of 
dictatorship had to be yielded in order to administer these 
forces. And intellectual life and civil liberty were at least 
indirectly shackled to the war machine. 

Economic dictation and the mobilization of armies cannot 
succeed without some sacrifice of civil liberty. And in the 
last war this was the necessity of the self-governing peoples as 
well as the monarchies. All of which was some part of what 
we now call fascism. It is the tragic jeopardy of democracy 
that if it would go to war it must adopt some part of the 
very systems which we abhor. 

Therefore one of the problems of democracies preparing 
for defense or war is to safeguard against the impairment of 
civil liberty and representative government. That is not 
without difficulty in the midst of impatience and intolerance 
at the slow processes of democracy. 

Likewise, a democracy which goes to war must look for- 
ward to how it will come back to full life again after war 
is over. 

It is easier to regiment a people than to unregiment them. 
They can be deprived of their liberties by an ukase, a com- 
mand or an administrative order. It is a long and painful 
climb back to freedom. We found it was tough enough after 
the last war. 

The necessities of war organization even in democracies 
create vested personal power, vested economic interests, 
vested habits and vested ideas which it may be impossible 
to throw off a second time. For democracy is still suffering 
from the debts and dislocations of the last war. It is suffer- 
ing from the older difficulty of trying to adjust the clashes 
of the industrial revolution with our original revolution of 


political liberty. It is involved in social problems which 
drive for solution even in war. 

And regeneration through free speech will be greatly 
silenced by the intolerance of war psychosis. 

Moreover, after this war is over it is certain that the 
forces pressing for economic dictatorship will be strong. 
These pressures are inevitable from the aftermath of poverty, 
economic disorder and suffering which we know from our 
last experience will haunt peace when it comes. 

There are other and tremendous problems which force 
themselves upon us from this present world war. 

The leaders of both our political parties have pledged them- 
selves to keep us out of this world war unless we are attacked. 
They have pledged themselves to extend aid to Britain short 
of joining in war, and within the law. I believe the country 
approves of these policies. But it will not be easy to deter- 
mine where the boundaries are. And yet these boundaries 
of action must be determined soon in the interest of national 
unity. 

PLIGHT OF THE DEFEATED CITED 


And there are the gigantic problems of food, of famine, 
of pestilence in the defeated democracies. They confront 
the world today on even a far greater scale than they did in 
the last war. 

Governments may deprecate, some cartoonists may sneer, 
some columnists may argue. But the hard, inexorable, stark 
fact is that before the next harvest millions of innocent 
children, women and men in Belgium and the other oc- 
cupied democracies will be faced with complete starvation 
and disease. “That fact cannot be dismissed. Nor can remedy 
be found overnight after these hideous calamities are upon 
us. They require months for organization. It is not my 
purpose to discuss that question here. But a great body of 
Americans will continue to search for a method of their 
saving. And there need be no feeding of Germans in that 
action. 

And there is another phase of this war in which the ex- 
perience of the last war rises to haunt us. When it is all 
over, what then? 

Lord Lothian in his last impressive address wisely re- 
marked that these world evils “grew out of the despair 
* * * from long years of war, defeat, inflation, revolu- 
tionary propaganda * * * unemployment and frustation.” 

What sort of organization is this world to have if all this 
is not to be repeated on even a vastly wider scale? Can 
America find the answer? 

These are but part of the problems which confront us. 
One thing is certain. This war will come to an end some 
time. If civilization is to survive its aftermaths this nation 
must hold itself strong not only in economic and social life 
but in national unity and spiritual determination. 

Upon us lies the burdens of clear thinking, of justice, of 
righteous conduct. We are not free agents who can jog 
along in our comforts and conveniences without a thought 
to the future of mankind. Otherwise that future may over- 
wheim us. 

Destiny has so ordered the course of events that much of 
the world’s hope lies ultimately in our hands. We are the 
ultimate hope and sanctuary of human liberty. 
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Doers Not Dreamers Needed 


FREEDOM IS. NOT A GIFT BUT A VICTORY 


By LT. COLONEL RALPH K. STRASSMAN, United States Army and Vice-President, Ward Wheelock Company 
Delivered to the Ninth Annual Industrial Conference, held at Lancaster, Pa., December 7, 1940 


URING the past few weeks, there has been much 

talk about national unity. The phrase is being used 

glibly by speakers who make little effort to explain 
exactly what it means. Obviously, we do not want the totali- 
tarian brand of political unity which bars honest criticism 
and suggestion; nor do we want the empty unity achieved by 
encouraging lazy-minded citizens to let leaders in public 
or private life do their thinking for them. 

Industry does not want the kind of surface unity which 
would come from suppressing important conflicts of inter- 
est rather than facing and reconciling them. ‘We need and 
must have the unity of a free people, based on fundamental 
agreement as to principles and method. 

Unity today is the particular concern of industrial leaders 
and those in managerial positions because of the tremendous 
responsibility resting upon them at this time. It is literally 
true that the future of America depends upon its ability to 
produce to capacity in a free economy; and that responsi- 
bility is yours, not the other fellows. Statesmen may talk 
and philosophers may dream; but oratory and musings will 
not shape steel and stoke furnaces—now. 

Our present task is emphatically a job for the doers—not 
the dreamers. One compensation for the tragic necessity 
which is directing the course of our economy toward pro- 
duction of war machinery, is that it is restoring respect for 
the skill of the man who works with his hands. The leader- 
ship of Industry, large and small, is vested principally in men 
who have worked with their hands and who can combine 
vision and practical knowledge. 

We have had legislation for labor, for the farmer, for the 
consumer, for the aged, and so on. We have had laws 
restricting the privileges which financial groups had come to 
think of as vested in them. Many people who have bene- 
fited directly by these laws now think of themselves as direct 
pensioners of the government—and consider as class enemies 
the people who pay the bill out of their own earnings. 

American public opinion must not, be encouraged to stratify 
in segments of group or class thinking. We have approached 
dangerously near a condition in which individuals think and 
vote uniformly in accordance with income groups, occupa- 
tions or racial extractions. Without healthy differences of 
opinion and independent judgment in all groups, democratic 
processes degenerate into bloc rule and short-sighted pressure 
for immediate benefits. 

This, then, is a definite danger which Industry must recog- 
nize and do something about, if it expects to remain free and 
productive. And what can we do about it? How can we, 
who are business men, not politicians, influence public opinion 
in the interests of unity? 

My answer to this important question is that the job be- 
gins for every one of us at the shop bench and the factory 
gate. Our first concern is with the gap which has widened 
between employer and employee. There is no need to hold 
a post-mortem over the reasons for this, or to attempt to 
place blame. The problem exists and must be met, not by 
laws, but by the persuasions and attitudes of individual em- 
plovers. 

There are many encouraging signs that the public, labor 
included, is inclined to be dissatisfied with purely political 


leadership and is ready to accept the leadership of an 
enlightened industry. The “doer” is coming into his own and 
has a great opportunity as well as a great responsibility. 

We are coming, as I said before, to a belated recognition 
of the dignity and importance of manual skill. Any false 
stigma attached to work with the hands must be wiped out, 
in every community in the land, if we are even to begin 
to realize the meaning of unity for productiveness. We 
must work constantly to dispel the idea that the man who 
sits behind a desk and wears a white collar has a higher social 
position than the man who goes to his work-bench in overalls 
and whose hands are stained with grease. 

Inventive genius and ability to work with things made 
this country great. It is the privilege and duty of every one 
of you, in your supervisory positions, to encourage among 
your men a pride in their calling and an enthusiasm for 
their contribution to the nation. 

Likewise, young people must be made to understand the 
dignity of skilled labor and encouraged to develop their 
aptitudes along “doer” lines. There exists today the vex- 
atious problem of surplus clerical and professional applicants 
and the desperate shortage of young men qualified for skilled 
trades. We all know that the professions are over-crowded ; 
that for years our law and medical schools have been turning 
out more graduates than there are opportunities. 

Recent figures show that there are thirteen times as many 
individuals now training for the professions than are presently 
engaged in them. But apprentice mechanics number only 
one-seventh of the number now working at their trades. 

The armament program has already shown the tragic 
shortage which exists in the field of skilled labor. While 
this is partly due to years of depression, loss of skills, and 
short-sighted limitations of apprentice training programs, the 
general attitude toward manual work is also to blame. 

Our democracy can continue only if public opinion grants 
equal respect for all useful work and repudiates snobbish 
social distinctions dependent on false assumptions. 

Democracy can last only if individuals are judged by their 
worth and dignity—not by their clothes and charge accounts. 
We must work together for mutual benefit or there will be 
no benefits for anyone in the long run. And we must learn 
to live together as equals in mutual respect for each other’s 
abilities. 

Another thing which management can do to promote real 
democracy is to give an increased sense of responsibility to 
labor. It has often been charged that some businessmen, 
while protesting vehemently against centralization of author- 
ity, and arbitrariness in government, are guilty of the same 
practices in the management of their private ventures. The 
growth of large units has done away with the possibility 
of personal contacts between employees and the heads of 
enterprises; but there are many ways in which employees 
can be given a sense of importance. These will not interfere 
with efficiency; on the contrary, they will increase it by 
building up morale. Here again, the main responsibility lies 
in the hands of those who are in direct contact with large 
numbers of employees—namely, the shop foremen, super- 
visors and personnel directors. Employees should be en- 
couraged to express their own ideas about shop management. 











Winthrop W. Aldrich 


185 





They should be encouraged to bring complaints directly to 
those who can judge them, rather than to gossip among 
themselves over real or fancied grievances. 

Employees who are fairly and considerately treated not 
only do more and better work, but they aid in the cre- 
ation of goodwill for the employer. No long-range program 
of public relations can be effective for a company which 
does not have the confidence of its own employees and the 
people of its community. 

While reliable labor unions have accomplished a great 
deal in protecting workers’ rights and stabilizing employ- 
ment conditions, the net result, in many cases, has been to 
widen the gulf between employer and employee. The in- 
dividual worker looks to his union representatives to pre- 
sent his case; and too many unions have not encouraged 
a sufficiently liberal degree of discussion and adjustment. 
You men are experienced in dealing with union representa- 
tives and understand that mutual attitude is all-important. 
Individual union members should be encouraged to par- 
ticipate actively in union affairs and to realize their responsi- 
bility in selecting respresentatives who will be frank and 
open in their reports. 

Likewise, employers must accept responsibility for doing 
their utmost to settle disputed matters without government 
intervention. The whole purpose of collective bargaining 
is undermined if two parties cannot find common ground 
for negotiation without calling in a third party to arbitrate. 

Labor must be made to see the danger to itself of letting 
any government agency assume increasing power over in- 
dividuals and labor organizations. This is the method which 
has wrecked labor organizations in other countries; and 
if benefits and freedom are to be conserved, there must be 
enlightened efforts on the part of unions and management 
to work out their own problems in the free American way. 

While Industry has an obvious duty to cooperate with 
government, it also has the duty to protest against any pol- 
icies which would lessen productive efficiency. If industry 
must carry the heavy responsibility of making the defense 
program succeed, it must also have a voice in the councils 
of government to insure independence of action when de- 
lays and bureaucratic hamstringing threaten production. It 
is the duty of Industry to be everlastingly vigilant against 
enemies from within as well as from without. Industry 
must defend a way of life and prove that it is workable. It 
must answer a public need for constructive leadership. 


Industry has the opportunity now to regain public con- 
fidence and eliminate class hatreds. It can do this through 
building up in individual workers a sense of their own 
dignity and importance in a democratic system. 

Publicity and advertising—the great instruments which 
have made our high standard of living possible—must be 
used to clear up the confusion in the minds of many as to 
the functioning of the American system. Industry must 
tell the people about itself and its part in American life. It 
must correct misapprehensions with facts, and label half- 
truths and misleading statements as what they are—namely, 
a conscious or unconscious effort to sabotage American 
democracy. 

Highly technical questions, unintelligible to the average 
man, must be clarified so that the real issues are clear. For 
instance, probably not one man in a hundred has any idea 
what the question of amortization had to do with the delay 
in getting airplane production expanded; or why the fail- 
ure of Congress and the Administration to act on it earlier 
was partly responsible for the fact that our October plane 
output was only 1,133 against Germany’s 3,000 average. 

Most people have an idea that government financing of 
new plants is a direct subsidy to owners. They do not 
realize that the private companies are merely the channels 
through which the connection is made between available capi- 
tal and available labor. 

We hear repeated talk about the failure of the profit 
system to bring economic recovery, while the figures show 
that the system slowed down through lack of profits; and 
that legitimate profits are as necessary as legitimate wages 
for the functioning of a dynamic economy. There are 
many points on which the public needs education, and it 
must look to the united efforts of private enterprise. 

It is our responsibility to remain constantly watchful to 
oppose any efforts from whatever source to widen existing 
divisions among our people. We must not fight old battles 
over again; we must acknowledge our past mistakes and 
go on from here. While standing fast for the principles 
which have made our country great, we must accept changes 
in emphasis and method as affirmed by the people; we must 
try to find a common ground for all groups to unite in one 
increasing purpose—to build a happier, stronger, freer 
America. 

And, lastly, I want to impress upon you the fact that 
Freedom is not a gift—Freedom is a Victory. 


The Public Debt and the Private Citizen 


SOBER REFLECTION NEEDED 


By WINTHROP W. ALDRICH, Chairman Board of Directors, The Chase National Bank of the City of New York 
Delivered at a Luncheon Meeting of the Boston Chamber of Commerce, Boston, Massachusetts, December 12, 1940 


I. 


VER the past six months, the United States has em- 

barked upon a defense program of great magnitude. 

The invasion of the Low Countries and the col- 
lapse of the French defenses forced a quick reappraisal of 
our strategic relationships in the Atlantic and the Pacific. 
We became convinced that it was only through making 
ourselves strong that our way of life might be preserved 
in a world in which democratic idealism was being replaced 
by the policies of dictatorial powers. We abandoned the 
illusion that we could insulate ourselves from a Europe in 
which destructive forces were rampant. Historical experi- 
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ence should make us realize that we are a part of the whole 
complex of world forces, and that we must, in the future, 
try in a more active way, to shape those forces in the inter- 
ests of world peace and in the preservation of man’s freedom. 

This afternoon I wish to discuss the defense program in its 
economic and financial aspects, to call attention to the costs 
that are involved, to indicate the ways and means of financ- 
ing these costs, and to emphasize the relation of that program 
to the private citizen. The magnitude of the defense pro- 
gram is, at the present time, little appreciated. We are still 
in the initial stage of rearmament, and the economic ef- 
fects have not yet made themselves apparent. 
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The sums already involved are far larger than is generally 
realized. ‘he defense appropriations by the third session 
of the 76th Congress came to nearly nine billion dollars. 
Contract authorizations came to an additional eight and one- 
half billion dollars. Together, these total seventeen and a 
half billion dollars, a sum which exceeds the total ordinary 
expenditures of our federal government for the entire thirty 
year period prior to our entrance into the first world war. 
This sum is more than 24 per cent of estimated realized 
national income for 1940. To the appropriations and con- 
tract authorizations already voted by the present session of 
Congress, large additional amounts for defense will doubt- 
less be added by the next Congress. These vast sums, of 
course, are in addition to the ordinary expenditures of the 
vovernment for which Congress, at this same session, ap- 
propriated five billions, 300 millions. That amount did not 
include 154 millions representing permanent, special and 
indefinite appropriations, nor did it include interest on the 
public debt estimated at one billion, one hundred million 
dollars. 

Prospective defense expenditures caused the Secretary of 
the Treasury to suggest, in a recent press interview, that 
the Congress would be requested to increase the federal debt 
limit to 60 or 65 billion dollars. He added that such an 
increase would suffice until June 30, 1942. On the assump- 
tion that the lower, rather than the higher, debt limit is 
required by deficit financing, total gross federal debt eighteen 
and a half months from now will amount to 60 billion 
dollars. 

Our federal debt, direct and guaranteed, will be further 
increased if the federal government decides to extend direct 
financial aid to England. There will be much discussion in 
these coming weeks about the extent and nature of the 
financial aid we are prepared to give. Many ingenious pro- 
posals have already been made, some of which seem designed 
more to avoid raising the issue on the floor of Congress than 
to settle it on its merits. The impression seems to prevail 
that the Johnson Act and the Neutrality Act are somehow 
involved. The fact is, however, as I am reliably informed, 
neither act prohibits our government from giving direct 
financial aid to Great Britain, though both interpose bar- 
riers against private citizens or corporations giving credit to 
the British government or to any agency of that government. 
So it would appear there is nothing in the law to prevent 
the United States government from giving credit to Britain 
or from making an outright grant-in-aid to Britain. Whether 
it is desirable or not to amend the Johnson Act and the 
Neutrality Act so as to permit private grants of credit to 
Great Britain is a matter relatively of small importance. 

Both political parties have declared it to be the American 
national purpose to give every aid to Great Britain short 
of war. If that pledge means anything it means that our 
full industrial and financial strength shall be thrown into the 
scales on the side of England. Let us meet the issue head-on 
without subterfuge or evasion, and put it directly up to 
Congress to provide Britain with the funds she will need 
urgently in the near future. These funds can be furnished 
by a federal guarantee of British credit, by a loan from the 
United States Treasury, or in the form of an outright 
yrant. For the purpose of the present discussion it makes 
little difference which method of dealing with the situation 
is followed. The main point is that the funds be available 
when needed. 

Our aid should be given promptly and generously, be- 
fore England's financial sands have run dangerously low. 
It should be extended before she has utilized her last re- 
maining dollar before she has exhausted the last 
of her other foreign resources. England is valiantly de- 
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fending the ramparts of the democratic world, including 
our own. We can no more afford to have England break 
down financially than we can contemplate her defeat in this 
war. In both cases our own interests are vitally involved. 

Now, it goes without saying that our own defense pro- 
gram plus what we must do for Britain puts a great load 
on American productive capacity. It has been estimated 
that, over the next eighteen months, total direct purchases in 
this country by the American and British governments will 
absorb 25 per cent of the capacity of our steel plants, and 
that the indirect purchases of these governments will in- 
crease this figure to 50 or 60 per cent. A large part of the 
recent improvement in rate of operations in the textile in- 
dustry is a direct result of our war orders. Our aircraft 
and machine tool industries are now almost entirely occupied 
in filling military requirements. The capacity of our ship- 
yards must be greatly expanded to meet the need for war- 
ships, not to mention the enormous need which is sure to 
develop in the immedate future for merchant vessels for 
England and for ourselves. The influence of army and navy 
orders is being felt in various other industries, including 
heavy machinery, hardware, men’s clothing, and lumber. I 
believe it is safe to say that two-thirds of the unfilled orders 
of the electrical equipment industry are government orders. 
Thousands of dwelling units must be constructed to house 
those now being employed in the defense industries, and the 
railroads will need additional freight cars because of the 
primary and secondary effects of the program. 

The United States will emerge from the program, as it 
is presently conceived, with a two ocean navy composed of 
645 combatant ships in addition to a vast number of auxil- 
iary vessels, a naval personnel of about 550,000 officers and 
men, naval bases on the Atlantic seaways, with perhaps 
25,000 airplanes, and a trained army of at least 1,500,000 
men. Unless we can be assured of lasting peace, this armed 
establishment, once developed, must be maintained, and this 
in itself will involve continuously heavy charges on the 
budget. 


II. 


A program of this magnitude must necessarily give rise 
to sober reflection on the ability of the economic system to 
produce the goods required, and to careful consideration of 
the accompanying fiscal policies. 

In a broad way, the defense program simply involves 
channeling a smaller or larger part of our productive ca- 
pacity into the procurement of armaments. It will probably 
be larger, rather than smaller, for the experience of all 
nations is that modern defense programs, and participation 
in actual warfare, take a very large share of the real national 
income. In England and Germany, well over 50 per cent 
of the national income is being absorbed by war expenditures. 

To a certain extent, the goods required by the American 
defense program can be obtained through an increase in 
productive effort. How much can be obtained in this fashion 
depends upon the tempo of the program, the available supply 
of workers trained in the particular skills required, the 
possibility of training additional workers quickly, and the 
existence of idle plant capacity in the defense industries. 
As we know all too well, we have been suffering in this 
country from an excess of plant capacity and a long period 
of unemployment, representing together a very considerable 
slack in our industrial processes. In some departments, such 
as the airplane and the machine tool industries, this slack has 
already been taken up. As the process goes further, we shall 
be faced with the need to curtail non-military consumption. 

We deceive ourselves if we think we can have the cannon, 
the tanks, the airplanes, and the ships that our military and 
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naval establishments require, and still fully meet civilian 
demands for durable goods. Already priorities of an in- 
formal character have been adopted and, with the lapse 
of time, additional priorities will probably be imposed. 
Priorities are in reality merely another name for rationing. 
But happily, in this fertile country, we do not have to choose 
between cannon and butter. We can have our cannon and 
butter too, even if we do not have to limit our demands for 
new model cars. 


III. 


The financial problems of the defense program, the 
counterpart of the industrial problems, arise from the need 
to channel a larger share of the nation’s money income into 
the hands of the government. To obtain the funds required 
for governmental expenditures, should exclusive use be made 
of taxation? Should appeals be directed to investors? Should 
resort be had to the expansion of currency or credit? What 
consequences flow from the sale of the public debt to com- 
mercial banks as opposed to investors? Can we so finance 
the program that higher commodity prices will be avoided? 
Which of these financial and fiscal measures serve best the 
interests of the private citizen, in the short run and in the 
long run? 

Categorical answers obviously cannot be given. The an- 
swers will depend upon the existing fiscal situation. We 
must build upon what we have. Unfortunately, the fiscal 
position of the federal government is not relatively as strong 
as it was at the beginning either. of the Civil War or of 
the first World War. The national debt is large, and less 
elasticity remains in the federal tax system. In the past 
decade, the federal debt has risen by 28 billion dollars, and 
federal taxes have been increased sharply. We are inaugurat- 
ing our defense program from a high plateau in public debt 
and taxation. In 1917, we entered war with government 
costs low, with a modest debt, and with a tax system that 
could readily be adjusted to the changed conditions. Our 
present situation is much less happy. 

Conservatism in fiscal policy demands that the costs of 
the defense program should be financed, as far as possible, 
from taxation. Past experience has shown that this is the 
most desirable method of obtaining the funds required for 
military use. Armaments, however necessary, are econom- 
ically non-productive and should not, unless this is unavoid- 
able, form the basis of debt increases. Taxation has the 
advantage of reducing non-military consumption and, in 
consequence, of releasing productive facilities and materials 
for defense requirements. A reliance upon taxation mini- 
mizes also the danger of expansionist increases in bank 
credit and makes easier post-defense financial and economic 
readjustments. 

To the principle that as large a share of the defense pro- 
gram as possible be financed through taxation, I hasten to 
add several necessary corollaries. In the first place, non- 
defense expenditures should be curtailed sharply. In the 
second place, the federal tax system should be revised and 
thoroughly integrated to make a harmonious whole. Tax- 
ation itself should not be pushed beyond the limits of pro- 
ductive return. The limits to taxable capacity, the incidence 
and economic effects of taxation, should receive most care- 
ful consideration. Tax rates should not be so high that 
productive effort is impaired, that incentive is reduced, or 
that corporations are unable to maintain plant equipment. 
The limits to taxable capacity are determined by factors 
partly psychological and partly economic. Involved in this 
most complicated problem are the willingness of individuals 
to reduce their living standards, and the ability of the nation 
to endure further taxation without impairment of its pro- 


ductive equipment. 

Even though the tax system be reformed and tax in- 
creases be provided, the defense program will no doubt be 
financed to a great extent through public borrowings. There 
was a time when public debts were looked upon with dis- 
favor. But in recent years, public debts have often been 
taken as the mark of a civilized nation, and the lavishness 
of governments has been defended as enhancing the well- 
being of private citizens. 

Formerly, we adhered rigidly to a belief in a balanced 
budget. Debts accumulated in emergencies were reduced 
in succeeding periods. The Civil War debt could have been 
completely retired in the early years of this century, had not 
a public debt been required for the backing of the national 
bank notes. The World War debt was reduced from 26 
billions to i6 billion dollars in the decade of the ’"I'wenties. 

In recent years, a belief in the wealth-creating powers of 
federal deficits has had wide currency and has underlain the 
fiscal policies of this country. In consequence, the public 
debt has increased rapidly. The spending program of the 
government first rested on the belief that government ex- 
penditures, whether for purposes economically productive or 
not, should be used to offset business depression. To this 
initial belief, the doctrine has been added that government 
expenditures should be used to offset the alleged stagnant 
forces in our economy, or, in other words, that public in- 
vestment should be substituted for private investment. What- 
ever the rationalization of the spending program, I submit 
that it has not only failed to realize its objective of full 
employment, but has left the country in a weakened financial 
condition to embark on the defense program. 

To the extent that public borrowings are required by the 
defense program, every effort should be made to sell the 
issues floated directly to private individuals and to savings 
institutions. As far as possible, the sale of securities to com- 
mercial banks should be avoided. The sale of the Treasury’s 
obligations to endowed institutions, savings banks, insurance 
companies, and individuals rather than to commercial banks, 
has a double advantage. The private demand for goods is 
reduced and commercial bank deposits do not rise. The 
dangers of credit excesses are rendered less. 

The mistake made in the World War of encouraging in- 
dividuals to borrow from their banks to buy Liberty Bonds 
should also be avoided. This practice proved a powerful 
stimulus to forces of expansion, and experience is convincing 
that individuals should be encouraged to purchase govern- 
ment obligations from their own accumulation of capital. 
The extent to which individuals will be able to buy gov- 
ernment bonds from savings will depend, of course, upon 
how far those savings are depleted by taxation or increased 
by lessened consumption. 

Through the first year of the war, England has fol- 
lowed many fiscal policies that might be emulated here. 
Every effort was made to sell obligations directly to in- 
vestors. Relative to the magnitude of the costs of the war, 
reliance upon bank credit expansion was small. British fiscal 
policy safeguarded the interests of the private citizen. His 
interests suffer if defense or war requirements are met by 
inflationary credit expansion. Commodity prices are bound to 
rise. In consequence, those groups in the community power- 
less to obtain wage or income increases are the ones who bear 
the heaviest burden. This situation inevitably calls forth a 
demand for the imposition of totalitarian controls, for con- 
trols over prices, over wages, over individual choices as to 
spending and saving, in short, over every phase of economic 
activity. In the sense that they lead to totalitarian controls, 
inflationary methods strike at the very heart of our demo- 
cratic institutions. 
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In putting forth the suggestion that government obli- 
gations be sold to endowed institutions, savings banks, in- 
surance companies and individuals, I realize that the easier 
course administratively is to sell defense obligations directly 
to commercial banks. Little effort need be exerted. Greater 
effort would be required to sell obligations to investors. 
Loan drives would have to be instituted and higher rates 
of interest would have to be paid. A break would have to 
be made with the easy money policies of the past. 

The easy money policies of the federal government are in- 
compatable with the principle of thrift which is so necessary 
if private citizens are to subscribe for government obliga- 
tions. These policies have such a direct relation to the 
financial problems of the defense program that consideration 
of them is germane to the present discussion. Recently they 
have been subjected to general discussion, and differences 
of opinion have risen between public officials and others 
as to their desirability. That the existing low level of in- 
terest rates reduces the borrowing costs of the federal gov- 
ernment is generally recognized. However, in the determina- 
tion of policies affecting interest rates, the narrow pecuniary 
interests of the Treasury should not dominate. The public 
welfare must be given primary consideration. It is not con- 
ducive to the public good that rates of interest remain arti- 
ficially low for reasons which will presently appear. 

By easy money policies, I mean the reduction, through 
monetary means, of rates of interest below where they would 
have ruled on the basis of the savings of the community. In 
this country, interest rates have been forced to extremely 
low levels. The unprecedentedly low interest rates have not 
been beneficial on the whole to the private citizen. They 
have not activated private enterprise, as was alleged would 
be the case. They have penalized thrift and discouraged sav- 
ings. They have diminished the incomes of all who have 
savings accounts, and of all who hold life insurance policies. 
The extremely low interest rates have encouraged govern- 
mental extravagance. They have forced changes in the port- 
folios of commercial banks which are advantageous neither 
to commercial banks nor to the community at large. Com- 
mercial banks have been forced into long-term investments 
and long-term loans. Their assets have tended to become 
more immobile. 

Since the beginning of 1934, our easy money policies have 
taken the form of marking up the price of gold, of the 
failure to sterilize gold imports,—that is, the failure to 
set gold aside so that it does not become the base for an 
expanding volume of credit—and of the purchase of silver. 
The spending program of the federal government has 
caused government authorities to exercise their influence in 
the direction of easy money. Federal deficits have reduced 
the demand for commercial loans, and commercial banks, to 
cover their modest operating costs, have purchased a large 
proportion of the increase in the public debt, though sold 
at abnormally low interest rates. The fact that commer- 
cial banks hold a substantial amount of long-term bonds, 
and the fact that higher rates of interest will increase the 
costs of our federal government, make a break with the ex- 
tremely easy money policies of the past six years very difh- 
cult. Nevertheless, a break must be made. Present arti- 
ficially low interest rates cannot be continued indefinitely. 
The sooner the change comes, the smaller will be the 
financial, economic, and social costs, and the less the danger 
of the imposition of totalitarian controls on our credit and 
capital markets. 

The core of the easy money policies is to be found in the 
present large volume of member bank excess reserves; con- 
sequently, a reversal of these policies requires a reduction in 
excess reserves. The existing volume of excess member bank 


reserves, i.e., deposit balances with the Federal Reserve Banks 
over and above legal requirement, are of primary significance. 
They are responsible, on the one hand, for the present low 
level of interest rates and provide, on the other hand, the 
basis for a huge multiple expansion in credit. If the credit 
expansion takes place that is potentially possible, we will ex- 
perience the sort of thing witnessed in the last war and 
again in the decade of the "IT'wenties. Each was a period of 
rapid credit expansion, followed by a severe depression. 

Member bank excess reserves have increased in the main 
as a result of the gold inflow and of the failure of the gov- 
ernment to sterilize gold imports. Up to the outbreak of war 
in 1939, the gold inflow, itself, resulted from a capital in- 
flux of unprecedented proportions, due to the abnormal con- 
ditions then existing, and since that time has resulted from 
war purchases by the United Kingdom and her Allies. 

The effect of the gold inflow upon the commercial bank- 
ing system is not generally appreciated. It brings about an 
increase in total and excess reserves of the Federal Reserve 
Banks; an increase in total and excess reserves of member 
banks; and an increase in the deposit liabilities of the com- 
mercial banks themselves. The excess reserves of the Federal 
Reserve Banks now amount to about 12 billion dollars™ 
and those of all member banks to about 7 billion dollars. 

The total reserves of the Federal Reserve Banks and of 
member banks‘) would not have risen if the Treasury had 
sterilized gold imports. Had it done so, it would have paid 
for the gold from funds borrowed rather than through the 
issue of gold certificates. A gold sterilization program in- 
volves a rise in the gross public debt. But this is an increase 
that does not adversely affect the private citizen. It is a 
debt incurred by the gold purchased and the interest cost 
on that debt is small in comparison with the social gains 
of such a policy. 

The treasury did follow a sterilization policy from De- 
cember, 1936, to April, 1938. The policy of gold steriliza- 
tion, coupled with three increases in member bank reserve 
requirements, reduced excess reserves to manageable size. 
Had the policy of gold sterilization been continued, member 
bank excess reserves would have remained in this condition.“ 
The credit system would have been divorced from a gold 
inflow of abnormal size and growing out of abnormal 
conditions. 

As it was, the policy of gold sterilization was abandoned. 
Member bank required reserves were reduced slightly, and 
excess reserves, in consequence of the continued gold inflow, 
rose to their present huge totals. The very magnitude of 
the problem makes a change much more difficult now than in 
1937. However, a change must be made if the private 
citizen is to be given safeguards against uneconomic ex- 
pansions of credit. 

I believe there is still time to take measures which do 
not have the totalitarian taint but which may keep credit 
expansion within reasonable bounds. I know that this sug- 
gestion runs counter to the belief that dangers of credit 


(1) Assuming that the Board of Governors of the Federal Re- 
serve System permits the Federal Reserve Banks, as it may under 
Section 16 of the Federal Reserve Act, to offer direct government 
obligations as collateral for Federal Reserve notes. 


(2) If payments for gold imports had been made by selling 
Treasury obligations to member banks, their excess reserves would 
have declined by reason of the increase taking place in their 
deposit liabilities. 


(3) To prevent excess reserves from disappearing completely, 
the Treasury would, from time to time, have had to de-sterilize 
an amount of gold sufficient to provide the additional reserves 
required by the increase occurring in member bank deposit lia- 
bilities and to offset the effect on member bank reserves of the 
increase occurring in the volume of money in circulation. 
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excesses do not exist while there is a large body of unem- 
ployed. I know it is contrary to the doctrine that a rising 
internal debt is no source of danger irrespective of the 
purpose of that debt, irrespective of its distribution, and 
irrespective of the way in which it was financed. ‘These 
doctrines, in my opinion, lack valid foundation and should 
not be used as a justification for the failure to terminate 
easy money policies, for the failure to exercise prudence over 
governmental expenditures, and for the complacency with 
which the increase in public debt is viewed. 

It is in the interests of the private citizen that measures 
be taken to bring an end to extremely easy money policies 
and to check excesses in credit expansion. These constitute 
one part of a conservative financial program, of which the 
sale of the public debt directly to investors constitutes 
another important part. The measures that I would suggest 
to be taken follow: 


1. that gold coinage and gold redemption be reintroduced ; 


2. that future additions to the gold stock be sterilized ; 
In connection with this suggestion, it should be pro- 
vided by Congressional enactment that any increase 
in the debt by reason of gold sterilization be exempt 
from the debt limit and that the gold so sterilized 
should be desterilized only with the approval of the 
Open Market Committee of the Federal Reserve 
System. The approval of the Open Market Com- 
mittee should also be required for the use of the 
unused portion of the profits of gold dollar devalu- 
tion; 

3. that the Exchange Stabilization Fund, resulting from 
gold dollar devaluation in 1934, be used to grant 
credits to foreign nations or to others only to the 
extent of the $200,000,000 in the active account. 
Credits extended above this amount should come from 
the general funds of the Treasury. Otherwise member 
bank excess reserves will rise; 


4. that the monetary powers now vested in the President 
be withdrawn. Powers of credit control and of money 
market control should be returned to the Federal Re- 
serve Banks. They were established to exercise such 
powers and only if they exercise them can they once 
again perform the traditional role of central banks 
as “keeper of the government’s financial conscience” ; 


5. that the Board of Governors of the Federal Reserve 
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System raise member bank reserve requirements to the 
maximum now permitted by law. This will reduce 
excess reserves by over one billion dollars; 


6. that the Board of Governors of the Federal Reserve 
System use the powers granted under Section Ile of 
the Federal Reserve Act to add to the number of 
cities classified as Reserve and Central Reserve Cities ; 


7. that the Board of Governors of the Federal Reserve 
System be granted, under adequate safeguards, ad- 
ditional powers to raise member bank reserve require- 
ments. Doubtless, these powers should not be used 
until sufficient time has elapsed to note the effect of 
the measures already suggested. When administrative 
increases in member bank reserve requirements are 
made, the increases should be sufficiently large to 
bring total excess member bank reserves within the 
scope of control of the open-market portfolio of the 
Federal Reserve Banks; 


This suggestion is frequently criticized on the 
ground that it immobilizes gold in the banking 
system, making its repatriation impossible. It must 
be remembered that there is no more complete way 
to freeze gold in the credit system than by credit 
expansion based on it. If an outflow of gold should 
develop in the future, it could be met by the use of 
the unused profits of gold dollar devaluation, by 
the use of gold held in the Treasury’s inactive ac- 
count, and, if necessary, through a reduction in 
member bank reserve requirements ; 


8. that expenditures for non-defense purposes be vigor- 

ously reduced. 

The various measures suggested above have a direct bear- 
ing on the welfare of the private citizen. To safeguard 
his interests, the increase in public debt incident to the de- 
fense program should be lodged as far as possible with in- 
vestors. Government securities should not be coined into 
commercial bank credit. Increases in fiat credit are quite as 
harmful in the long run to the body economic as are in- 
creases in the fiat currency. Dictates of prudence require 
that the public deficit not be so financed that the defense 
program will assume a feverish character to be followed by 
an equally severe slump. Only by following conservative 
fiscal policies will the private citizen be protected, and will 
our industrial machine operate most efficiently to bring the 
defense program to a successful conclusion. 


Conscription 


INDUSTRY CANNOT BE CONSCRIPTED UNLESS TOTALITARIANISM PREVAILS 
By PAUL G. HOFFMAN, President, The Studebaker Corporation 
Delivered before the Des Moines Chamber of Commerce, Des Moines, Iowa on December 13, 1940 


our history draws to a close with the attention of 

practically all citizens focused on one objective—na- 
tional preparedness. We stand united in our agreement that 
defense comes first. It is not “business as usual”! It is, 
rather, the unusual business for America of producing arma- 
ments that has priority over all else. 

Everything must give way to adequate defense for our 
country. It is a stupendous task, but it has a tremendous ap- 
peal to the patriotic impulses of all real Americans. Indus- 
trialists and businessmen of America lay no claim to being 


, \HE first year in one of the most crucial decades in 


the only group willing to put forth a total effort on behalf 
of our country. At a class, however, they have been singled 
out for questioning as to their incentive for this devotion to 
a patriotic cause. Some people would have you believe that 
their purpose is ulterior—that it has a price. I want, there- 
fore, to take this opportunity to deny categorically that we 
are spurred to these efforts by a desire for profit. Experience, 
if nothing else, substantiates the logic of that assertion. The 
last war demonstrated clearly for the businessman the 
ephemeral character of war profits. Selfish commercial rea- 
soning would lead business away from, not toward, Govern- 
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ment contracts. No—industry’s determination that America 
should be made strong—quickly—has been nourished by 
something far more impelling than profits—the security and 
safety of our free institutions. In that cause, industry is 
realy and eager to release for the task all of its engineering 
skill, its production talent, and its knowledge of manage- 
ment, and to accept the headaches and gray hairs that are 
part of any new undertaking. In the face of this, the ques- 
tion has been raised as to whether the methods of private 
industry assure the quickest and best results. 

There is a very real belief on the part of some Americans 
that conscripted and regimented industry would prove more 
efficient than America’s established system of free enterprise. 
In company with most businessmen, I have a very positive 
belief in the capacity of private industry to build an impreg- 
nable defense for America. I have serious doubts about the 
ability of conscripted management and conscripted labor to 
do a similar job. I maintain that, taking either a long or a 
short view, it is vital that enterprise be kept free—that an 
attempt to conscript industry would delay our defense pro- 
gram and bring ultimate disaster to our economy. 

Before intelligent judgment can be passed on the issue of 
whether conscripted industry or free enterprise can best serve 
America in this emergency, it is important that we under- 
stand precisely what is meant by both of these phrases. They 
have been bandied about very freely. Reactionaries have 
waved the flag of free enterprise; self-styled liberals have 
spoken of conscription of industry as though it were a holy 
cause. Perhaps it is even more important that we under- 
stand how there systems function—what makes the wheels 
go around—and something of their underlying philosophy 
and dynamics. 

In July of this year Congress passed a law giving our 
Government the right to conscript industry. If that author- 
ity is exercised, does it mean that the Government will 
merely take over the bricks, mortar and machines? Decidedly 
not! To give any significance to such an action, the Gov- 
ernment would have to conscript management and labor also 
and rule by edict. The final authority in any plant would be 
a Government official. Responsibility would be divided be- 
tween that authority and private management. Inevitably, 
with the Government in charge of a business, labor would 
have to give up some of its rights. Those who advocated 
conscription of industry used the argument that if we con- 
script men, we should conscript business. It is a slogan 
that has an emotional appeal which will not withstand sober 
analysis, for it should be clear that its goal, really, is govern- 
mental control over management and men. 

Those who favor government control of industry in the 
defense emergency, fall into two categories: first, those who 
are swayed to the extreme by an emotional upheaval; and, 
second, those who whole-heartedly subscribe to the phil- 
osophy that supreme authority must be vested in the State 
in order to achieve the maximum productivity of our eco- 
nomic system. The concept, in either case, is totalitarian. 
Regardless of the motivating force, inherent in the concept 
is the belief that coercion is a more effective instrumentality 
than persuasion; that force and fear are more effective 
dynamics than freedom and hope of reward. 

The true believers in conscription of industry point to 
Hitler’s record in the building up of his magnificent war 
machine. They say that we must fight fire with fire. Let 
us examine in a dispassionate manner the Hitler method and 
see whether it could be applied to the American scene. It 
is true that Hitler has gotten results by issuing edicts, but 
we should remember that when Hitler issues an edict, he 
backs it up with bayonets and concentration camps. An 


industrialist or a workman who does not comply is shot or 
imprisoned. I know of one workman who got six months 
in a concentration camp because he asked for the privilege 
of spending Christmas day with his family. It is true that 
Hitler has made successful use of fear as a dynamic, but it 
is fear raised to the ’nth degree of fury. He is utterly ruth- 
less. Does anyone believe that we the people of America 
would tolerate for one moment the full use of the totali- 
tarian method in our country? The question answers itself 
but the matter does not rest there, because the answer in- 
spires the question as to the effect of a partial use of that 
method—of the employment of an anemic amount of force 
and fear in our economy. 

The application of a modified form of the Hitler methed 
would, in my opinion, produce one result, and one result 
only. Industry and labor would be half-slave and half-free 
and as a consequence our system of free enterprise would be 
vitiated. We must either go the whole way with Herr 
Hitler or resolutely stand by our free enterprise system and 
apply our energies to fortifying rather than to hampering its 
performance. I urge that we not be dazzled by Hitler’s suc- 
cess in this split-second of world history. I consider it at 
best a thoroughly second-rate method. I urge that to defend 
our freedom against outside aggression, we should preserve 
our freedom from internal attrition. To those who believe 
that we should adopt Hitler’s methods to get Hitler’s re- 
sults, I say that we must avoid Hitler’s methods to surpass 
Hitler’s results. 

And now let us turn our attention to free enterprise. 
Let us contrast its functioning philosophy and dynamics with 
those of totalitarianism. We can then come to an informed 
conclusion as to which road we want to travel. 

The elements of the free enterprise system are: capital, 
labor, customer, management, and government. Each has 
its special function—each its special, even selfish, interest. 
The special function of capital is to supply the money with 
which to do business; the special interest of capital is return 
on investment—bigger and better dividends. Labor’s special 
function is to manufacture goods; labor’s special interest is 
shorter hours and higher wages. The special and vital func- 
tion of the customer is that of buying the products of in- 
dustry; his special interest is that of obtaining better 
products at lower and yet lower prices. This special interest 
of the customer has a powerful ally in free and open com- 
petition—the life-blood of private enterprise. 

The interests of capital, labor and the customer, it will 
be seen, are conflicting. If capital demands too high a re- 
turn, both labor and the customer are set at a disadvantage. 
If labor insists upon hours that are too short and wages that 
are too high, capital and the customer are the sufferers. If, 
as a result of some abnormal competitive situation, the cus- 
tomer gets too much for too little, both capital and labor 
are in a distressing plight. 

On casual consideration, the conflicts between these three 
elements might seem to be destructive. As a matter of fact, 
these very conflicts generate the pressures which give vitality 
to our system. They all converge on a fourth “party at in- 
terest” —management. Management is an element quite 
distinct from capital, although there is much confusion in 
the public mind on this point. Management, obviously, has 
responsibilities alike to capital, to labor, and to the customer. 
The combined pressure of these elements is so potent that 
it forces management to engage in that most unpopular of 
all human activities—thinking. It has had to think—both 
in and out of working hours—about how to make new and 
better goods for less money, but at a profit; how to distribute 
its products more effectively and at lower costs, but, again, 
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at a profit; and about maintaining conditions of work and 
rates of pay which assure a high morale in the working 
force. All the billions spent for research, for inventions, for 
new machines and for better factories also stem from that 
pressure which has forced management to be alert, to think, 
and to create. 

Now let’s talk about the fifth element in our enterprise 
system—government. Obviously, the interest of government 
is to assure that the system so functions as to produce the 
greatest good for the greatest number. As to responsibility, 
in that area where the public interest is best served by mo- 
nopoly there must be government regulation of services and 
prices. Outside that area, government’s responsibility is of 
a very different nature. It should give equal protection to 
capital, labor and the customer—protecting for each his 
right to exert all reasonable pressure on management. Cap- 
ital, as represented by the stockholders, should have the bene- 
fit of a full disclosure from management of all important 
facts relative to the business. More importantly, the right 
of capital to a return on its investment should not only be 
recognized but protected. Labor, if it is to exert its pres- 
sure effectively, must have the right of collective bargaining 
and it should be guaranteed that right. Government should 
see to it that there is no abridgment here. The customer 
should and must have the benefits that flow from free and 
open competition if he is to enforce his demand for better 
goods for less money. Who is better able than government 
to see that the customer is protected? The government, 
then, has the duty of taking vigorous action against all prac- 
tices and restraints which would affect the rights of any or 
all of these parties at interest. If the government discharges 
this umpiring assignment, and handles is impartially, capital, 
labor and the customer will all benefit. 

Woven into the woof and warp of the fabric of our free 
enterprise system is the philosophic concept of the right of 
the individual to further his own material and spiritual wel- 
fare, subject only to the restriction that the similar rights 
of others must be respected. Our founding fathers believed 
that individuals, if given reasonable opportunity for the 
free expression of their abilities, could bring about a higher 
standard of living and a better social order for themselves. 
They were concerned with the rights of the individual and 
sought by every means possible to protect them against the 
power of the State. The State was to be the servant of the 
people—not the people the vassals of the State. 

As a consequence, the great dynamics of our enterprise 
system have been freedom and hope of reward. It is these 
that have released the individual energies of men—that have 
put a premium on initiative, inventiveness, alertness and 
resourcefulness. It is freedom of the individual and of 
groups to fight for their reward that has kept complacency 
from laying its withering hand on our economy. It is free- 
dom and hope of reward that have kept alive the spirit of 
adventure that has pushed us on and on to new frontiers in 
science and industry. It is the fact that all men are free 
and all men have equal opportunity that has made possible 
reliance on hope of reward rather than fear as a driving 
force; on persuasion rather than coercion as a technique in 
our relationships with each other. These great dynamics 
have been at work here in America ever since 1776. You 
and I know that the overall results they produced have been 
the envy of every other people. Here in America we have 
continuously enjoyed the highest standard of living of any 
country in the world. With six per cent of the world’s 
population, we have accumulated forty-five per cent of the 
world’s wealth. This is dramatic proof of the statement 


made by Woodrow Wilson, that: “The highest and best 


form of efficiency is the spontaneous cooperation of a free 
people.” No mere high-sounding phrase is that statement— 
but 2 practical factory axiom—proved again and again in 
every-day manufacturing. Cooperation, freely given, will 
produce better goods faster than any other method known to 
man. 

Our Government is in the process of proving the truth of 
Woodrow Wilson’s statement in its current development of 
our national defense program. It has not used its power to 
conscript industry. Industry is still free. Instead, it has 
rallied industry behind a civilian defense commission made 
up of great industrial leaders. We at Studebaker are proud 
that the Chairman of our Board, Mr. H. S. Vance, served 
on the commission in an important capacity. The defense 
commission has issued no edicts. It has coordinated and 
directed the active cooperation which industry has offered. 
Where necessary, it has used persuasion rather than coercion. 
The progress made in the months since the commission was 
organized has been praiseworthy. What might have hap- 
pened if industry had been conscripted forthwith? Well, no 
one knows, but I venture the opinion that by now the pro- 
gram would be bogged down in a morass of red tape, and 
our free enterprise system would be in a disorganized and 
distressing state. As it is, there is an eagerness on the part 
of everyone in industry to jump in and do what is asked, 
and do it better and quicker than ever before. I predict 
that by the end of two years the combined efforts of the 
defense commission and private industry will have produced 
accomplishments that will leave no room for inquiry as to 
whether freedom or fear is the more effective dynamic. 

In view of the fact that industry is still free, the ques- 
tion may well be asked—What is the shouting all about? 
The answer is that the authority of the Government to take 
over industry might be employed in some moment of dis- 
couragement or hysteria unless the public is informed as to 
the implications and dangers of such an action. Further- 
more, if we are agreed that our free enterprise system should 
be maintained, now—right now—is the time to strengthen 
and fortify it. 

No economic system ever has worked perfectly or ever 
will. Ours is no exception. During the 1930's its capacity 
to serve the greatest good of the greatest number failed to 
measure up to the standards set for it. Among other things, 
national income was on the decline despite increasing popu- 
lation. For the first time in our history, the national income 
was lower at the close of the decade than at its commence- 
ment. That record constitutes a challenge to us to find out 
where and why the system failed us. 

No comprehensive or final answer to that challenge could 
be given without studying in detail the attitudes and actions 
of labor, capital, customer, management and the Govern- 
ment, not only during the period under discussion but for 
previous decades. The study would undoubtedly show 
that during the 1930’s we suffered the consequences of 
many things that happened prior to 1930. It also would 
weigh the impact of the international situation upon our 
economy. I have no illusions as to my own ability to make 
such an analysis. I do believe that even at the risk of over- 
simplification an attempt to determine how well all of us 
have protected and safeguarded the dynamics of our sys- 
tem—freedom and hope of reward—might prove useful. 

I have stated previously that if our free enterprise system is 
to function, capital, labor and the customer must all be free to 
exert their pressures on management and on each other. I 
believe that to exert its pressure effectively, labor should 
have the right of collective bargaining; therefore I consider 
that during the 1930’s we registered a definite gain in this 
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particular because labor was guaranteed that right. By so 
doing we also assured labor the opportunity of obtaining a 
more equitable share in the distribution of national income. 

Now, capital has always had freedom to put pressure on 
management, but freedom without hope of reward is a 
dynamic that has been short-circuited. Capital, to perform 
its vital function, must venture forth in new enterprise—it 
must take chances. During the 1930's, capital went into 
hiding. The figures prove that. During the 20’s an average 
of three and a half billion dollars of new capital was in- 
vested annually in industry; during the 30’s 700 million a 
year—a mere dribble. No single factor was responsible—but 
a destructive, chaotic and punitive system of taxation, which 
largely dissipated any reward for boldness, was a factor of 
tremendous force. 

Now let us consider the customer. He exerts his pressure 
for better goods at lower prices through the competition 
which he compels for his patronage. In his case, Public 
Enemy No. 1 is monopoly. Monopolistic practices are not 
new phenomena, but both Government and business have at 
times been confused as to the position they should take 
toward them. For example, in the year 1933, for the first 
time in our history, price-fixing and monopoly were given 
the halo of Government sanction under the NRA, with the 
blessing of large sections of the business community. That 
experiment met a belated death at the hands of the Supreme 
Court. Fortunately, the Government later reversed its posi- 
tion and is now engaged in a campaign to restore competition 
by the elimination of monopoly. While confusion still pre- 
vails in some quarters on the attitude which should be taken 
toward these anti-monopolistic efforts, I believe the Govern- 
ment’s campaign has the support of the great majority of 
businessmen who recognize that competition is the life not 
only of trade but also of the free enterprise system. 

Next, let’s see wherein management has met difficulties 
during the last decade. One of management’s principal func- 
tions, which has already been pointed out, is that of har- 
monizing the conflicts of interest between capital, labor, and 
the customer. This function is most effectively and most 
usefully carried out if all of these groups are free to exert 
their pressures on management and on each other. When 
such freedom prevails, but government nevertheless enters 
the field as a protagonist of one group at the expense of 
another—whether the object of its special interest be capital, 
labor, or the customer—, the freedom of the other group to 
bring its pressure to bear is curtailed or at times even elimi- 
nated. Under such conditions, management cannot hope to 
handle its assignment satisfactorily because it must deal not 
with the free interplay of group interests and pressures but 
with an artificial situation wherein an inequality of influ- 
ence for one group places another at a disadvantage. In 
recent years there have been instances where one or another 
group has been under just such a disadvantage. The cus- 
tomer was in that position under the NRA. There have 
been many cases where the authority and influence of gov- 
ernment have gone beyond assurance of the right of col- 
lective bargaining and have been exercised on behalf of 
labor in such a manner as sharply to limit the ability of the 


other groups to exercise their pressures and of management 
to discharge its responsibility for harmonizing the interests 
of all the groups to which it owes the competent discharge of 
its particular function. 

I believe not only in collective bargaining but in high 
wages. But high wages must always be relative. If they 
become too high or advance too rapidly as an arbitrary re- 
sult of combined labor and government pressure, they not 
only have unfortunate and unfair results on the other groups 
in our enterprise system but finally defeat their own ends 
with repercussions upon all. Daniel Tobin, president of the 
Teamsters’ Union, denied the wisdom of such a policy when 
he said, and I quote: “There is a point of saturation for 
wages and hours, and if you go beyond that point or even if 
you reach that point, in some instances you can rest assured 
that if you go any farther, you will destroy the employment 
and, therefore, destroy yourself.” 

It will be seen, I think, from even this limited citation of 
restrictive influences that have been at work that freedom 
and hope of reward were abridged and curtailed during the 
period under review. Events of the 1920’s undoubtedly were 
instrumental in creating some of the conditions which re- 
sulted in the abuses perpetrated in the 1930’s. Nevertheless, 
the fact remains that the dynamics of freedom and hope of 
reward are the vitalizing influences which must be restored 
to their full vigor if the free enterprise system is to ac- 
complish the great ends that have always been within its 
reach. 

If my conclusion is sound, the correctives needed to re- 
vitalize our free enterprise system suggest themselves. We 
must not further abridge our freedom—we must strengthen 
it. We must keep alive and fortify hope of reward. Much 
of the responsibility for the attainment of these objectives 
rests with the Government. Only the Government can so 
revise our system of taxation that venture capital again will 
be attracted into our economy. Only the Government can 
see that all elements of the economy are dealt with fairly. 
But there are many things that you and I as individuals can 
do. We must be willing not only to die for America but to 
live for America. We cannot discharge that obligation by 
standing up and cheering when our flag is shown or by sing- 
ing “God Bless America” lustily. We must challenge every 
act and be certain that each one of them contributes toward 
the strengthening of our way of life. If you are a capitalist 
who is seeking exorbitant profits, you are sabotaging the 
free enterprise system. If you are a working man demand- 
ing wages that are too high or hours that are too short, you 
are weakening our democracy. If you are the manager of a 
business and are not putting forth your best effort, not lying 
awake nights trying to give a better deal—a better break— 
to the customer, to labor and capital, you are guilty of 
neglect of duty. And, finally, if you don’t put the interests 
of your country above everything else, you are not meeting 
your obligation. The time has come when we must be 
businessmen second and Americans first; workers second 
and Americans first; and political officeholders second and 
Americans first! 
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